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Modern Bond Houses 


And Their Clients 


ERE’S a thought for you. 
The little booklet which the 
modern bond house announces 
“will be sent free upon request,” 
is a highly potent factor in ,American 
railroad and industrial development. 

A mere advertisement, did you say? 
In one sense, you’re right, but let’s come 
out of that rut of reasoning; take a 
broad, fair-minded view of the booklet— 
what it has accomplished—its future mis- 
sion. 

Every one of the year’s 365 days wit- 
nesses thousands of people with new 
money available for investment, specula- 
tion or other enterprise. Which of these 
avenues appeals most strongly to those 
of the new-moneyed class depends upon 
the individual and his mental makeup. 

He who has gambled from his marble 
and crap shooting days to those of ponies 
and pasteboards, will not find the slight- 
est interest in a list labeled Conservative 
Investments; the embryonic financier 
who saved part of his first dollar and 
can’t shake the habit, will not spend a 
penny postal for a treatise on Stop Or- 
ders; a descendant of three generations 
of real estate operators will usually find 
no attraction whatever in the doings of 
Wall Street. All this is “as a rule,” and 
exceptions merely prove it. 


THE INVESTOR IN EMBryo. 

Let us follow the thrifty individual 
from the time he first opens a savings 
account. He is little more than a youth 
and his initial deposit represents the slen- 
der surplus after buying the first pair of 
long pants, derby hat, paying carfares, 
and regaling himself at the pie wagon 
during the noon hour. The pass book in 
the office safe is something he’s proud 
of and the weeks are counted till he can 
add to his hoard. 

Time goes on. His habits and meth- 
ods attract the attention of the boss and 
a better job awaits him—more salary, 
larger savings weekly. Now he has a 
hundred dollars and—just think of it! 
There’s $4 a year interest coming in 
without further effort on -his part, and 
this $4 will next year earn sixteen cents 
on its own account. It’s wonderful, and 
he’s spurred on to greater achievements. 

He evolves into bookkeeper, cashier 
and manager, and now we see him earn 
ing three or four thousand dollars a 
year, living well, saving a thousand dol- 
lars a year, and sometimes more. He has 
outgrown one savings bank, and has ac- 
counts in three different institutions. 

All the while he has been too busy at 
the office to study the ethics of invest- 
ment. He knows his money is safe, so 
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it bothers him not at all and he is content. 

His executive position brings him into 
contact with the firm’s life forces; he is 
required to study out new means of get- 
ting more work out of the employees; 
of making each dollar do the maximum 
of work. These questions unfold new 
lines of thought. 

While considering such problems one 
day his eye catches the headline of an 
advertisement, “More than the Savings 
Bank Rate.” He reads on and finds that 
a certain firm of Investment Bankers 
offers to send a free booklet explaining 
the methods pursued by savings banks 
and showing how the depositor may, 
with safety, secure a rate higher than 
the regular 4 per cent. 

He writes for the booklet. 

Upon perusal he finds it to contain a 
clear, simple explanation of bonds and 
other investments ; how he can make his 
dollars earn more. It opens a-wide field 
of investigation which, digging deeper, 
becomes intensely interesting because it 
affects that most sensitive of spots—his 
pocketbook. 

This act—writing for the booklet— 
simple enough in itself, is far-reaching 
in effect. Whereas years ago the house 
issuing free brochures was besieged by 
children and curiosity-seekers, in these 
days when booklets can be had on every- 
thing from needles to airships, the man 
who expends tizne, paper and postage is 
a possible user of the goods offered. And 
this response on the part of the prospec- 
tive bond buyer, repeated by millions 
over a series of years, has brought into 
play new forces, making for the develop- 
ment of this great country and its re- 
sources. 

While part of the deposits in a savings 
bank are invested in bonds, these are of 
the most conservative character, restrict- 
ed by law to certain issues. The new 
enterprise, a railroad tapping a pros- 
perous section, a public service corpora- 
tion holding an exclusive charter in a 
growing city, a great industrial combina- 
tion which issues a first mortgage on its 
plant and property—all these are beyond 
the reach of savings bank funds. Yet 
if carefully investigated and vouched 
for by a conservative hanking house of 
established reputation. this character of 


security offers safety, fair return and 
marketability. 

What happens then, when our bud- 
ding bond-buyer practically announces, 
by writing for the booklet, “I have 
money and wish to learn a way of em- 
ploying it at better than present rates.” 


MACHINERY OF A Bonp House. 


The letter, arriving at the office of a 
bond house of high standing, starts in 
motion all the machinery designed to 
supply the client’s wants in such man- 
ner that he (the client), will derive the 
most benefit; for be it known that the 
modern, enlightened bond house helps it- 
self by helping others. The booklet is 
forwarded, together with a list of choice 
investments which the house has bought, 
with its own money, and which it offers 
for sale, just as the merchant lays in a 
stock of drygoods and offers them in 
his show window or over his counter; 
with this important distinction, however, 
the merchant buys his goods by their ap- 
pearance, “feel,” and actual comparison 
with other goods made on the spot. Buy- 
ing a bond issue is no such simple 
process. 

The company’s charter must be exam- 
ined ; the corporation must have complied 
with the law and its own by-laws, at, 
and since organization; records for the 
entire period of its existence must be 
gone over by experts and attorneys; its 
books audited; its financial condition 
fully probed; its past earning power de- 
finitely ascertained, and its future there- 
by gauged. Market conditions must 
also be sized up. In fact, no detail bear- 
ing upon the safety and integrity of the 
issue must be left uncovered. The house 
stakes both its money and reputation on 
the soundness and sustained earning 
power of the corporation. 

To do all this for himself the average 
investor would find impossible, and the 
cost prohibitive. The bond house is 
equipped for the work; its employees 
are trained experts. 

Some of the bonds on its list may be 
of the very class in which his savings 
bank has invested. As many of these 
net 44% to 4% per cent., it is readily un- 
derstood how the bank can pay him 4 
per cent. It seems as though he might 
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have that additional fraction and run his 
own finances. So he writes the house 
and asks them to send a representative, 
or he calls at the banking house in per- 
son. 

Of course, the house being anxious to 
serve, may, unsolicited, send a salesman 
to him. If, however, he requests to the 
contrary, his wishes will be respected. 
The prospective investor will do well, 
however, to take advantage of the in- 
formation to be obtained from such a 
representative. The modern bond sales- 
man is thoroughly trained in the busi- 
ness, having taken a regular course of 
study and passed an examination before 
being considered qualified for the work. 
Many of these salesmen grow up from 
boyhood in the business; others are col- 
lege-bred men with an apprenticeship of 
years in the investment markets. 

The investor soon realizes that the 
salesman can aid him in selecting the 
particular mediums best suited to his 
needs, and having satisfied himself, 
through the commercial agencies and his 
bank that the house stands high in the 
financial community, places his order. 

Thus he finds himself holding part of 
a mortgage on a great railroad or other 
enterprise, with the securities locked up 
in his own strong box, drawing 4% to 6 
per cent, as against 4 per cent. paid by 
the savings bank. 

The up-to-date bon: house cares little 
whether his first order is for $500, 
$1,000 or $5,000. It seeks his patronage 


with enlightened self-interest, hoping to 





merit his confidence, nence his future or- 
ders. A discriminating knowledge of in- 
vestments is something not readily ac- 
quired and the bond buyer soon learns 
the advantages of dealing with one of 
the highest type of bond houses. 

The value of the booklet lies just 
here: It selects from thousands of in- 
dividuals those few who seek knowledge 
on the subject of investments; it fur- 
nishes the requisite knowledge or points 
out where such may be obtained; it 
brings into the field of sound investment 
a new class of bond buyers yearly, who, 
but for the information thus secured, 
might continue to use savings banks or 
be led into questionable ventures. 

The capital made available by this 
modern mail order and salesman method 
has been of inestimable value in develop- 
ing meritorious enterprises. Its effect 
upon the business of the great jobbers 
in bonds—houses like Speyer & Co., 
Kuhn, Loeb & Co., and J. P. Morgan 
& Co., has been very marked. These 
wholesalers would find their outlets vast- 
ly reduced, in number and volume, were 
it not for the retail houses, each with its 
hundreds of clients who purchase from 
one to one hundred $1,000 bonds every 
year, 

So here’s to those who are responsible 
for the great missionary work now go- 
ing on in the line of publicity regarding 
investments ; for the modern bond houses 
are all working toward a common goal, 
viz., the conversion of the American 
people into a nation of investors. 




















Municipal Bonds 


By M. K. Baker 


Of Rudolph Kleybolte & Co. 


HE prime consideration of every 
investor should be safety of 


principal, and municipal bonds 

represent the acme of conserva- 
tism in that regard. The prices for Gov- 
ernment bonds, owing to our National 
Banking System, are on a plane that 
makes them practically prohibitive for 
the individual investor or institution un- 
less for some special use prescribed by 
law, so attention is naturally directed to 
the obligations of the various municipali- 
ties and political subdivisions of the 
country as ranking next to the obliga- 
tions of the Government in point of Se- 
curity and Stability. Public Securities 
of this character are now familiar to al- 
most everyone having to do with the in- 
vestment of money, but a few words in 
regard to their nature and basis of value 
may not be amiss. 

Municipal bonds are divided into sev- 
eral classes according to the class of the 
issuing municipalities—that is whether 
county, city, school district, town, village 
or specially organized municipalities such 
as drainage districts, levee districts, irri- 
gation districts, etc. Bonds issued by 
such municipalities in due conformity 
with law, are a tax lien upon all the prop- 
erty situated therein; the lien being en- 
forced through a tax levy against the 
property which can be sold under a tax 
sale in case of nonpayment. This lien 
comes ahead of all existing mortgages. 

If the entire issue matures at one time 
provision is usually made for the crea- 
tion of a sinking fund into which is paid 


out of each annual tax levy an amount 
which at the maturity of the bonds will 
make the fund sufficient to retire the is- 
sue. In this way the burden of pay- 
ment is spread over a number of years. 
Another way of accomplishing the same 
object is by issuing the bonds in serial 
maturities, one instalment coming due 
each year. This latter way is considered 
by many as preferable as it leaves less 
room for fraud on the part of city offi- 
cials than the creation of a large fund in 
cash. The money borrowed in this way 
is used for public improvements such as 
waterworks, parks, street paving, public 
buildings, etc., and the purpose for which 
the money is to be used is usually 
specified in the bond itself. 

The basis of value in Municipal Bonds 
depends upon several considerations 
which may roughly be thrown into two 
divisions—intrinsic conditions and mar- 
ket conditions. The former consist of 
such considerations as location and size 
of the issuing municipality, its commer- 
cial importance, and its financial condi- 
tion. A large proportion of what little 
trouble there has been with municipal 
bonds is due to the issuance of bonds by 
municipalities under “boom” conditions. 
Some far Western cities which have 
sprung up over night have issued bonds 
at the height of a boom and later, on its 
collapse, have been unable to pay on ac- 
count of the enormous decline in prop- 
erty values or “assessed valuation” on 
which taxes are levied. Care should be 
exercised, therefore, to see that the busi- 
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ness conditions of a community are sta- 
ble before investing in its bonds. For 
instance, it would be poor judgment to 
purchase long-time bonds of a city 
which is exclusively dependent upon such 
an industry as mining for the reason that 
veins of ore are exhausted in time, in 
which case a community is left without 
ability to pay its obligations. Agricul- 
tural and manufacturing communities 
with ample railroad facilities are more 
stable. 

In regarding the financial condition of 
a municipality the ratio of debt to as- 
sessed valuation is the first consideration. 
The assessed valuation represents the 
property value, real and personal, as 
fixed by the assessors for the purpose of 
taxation. It is difficult to lay down a 
hard and fixed rule as to what the limit 
of this ratio should be, but in general it 
may be said that anything over ten per 
cent. of the assessed valuation should be 
considered an excessive debt. Most of 
the States place constitutional or statu- 
tory limitation upon the debt—making 
powers of its municipalities, thus pro- 
tecting the holders against subsequent 
excessive issues, but as these limitations 
vary somewhat, it must be assumed that 
conditions are different and that an~ 
bonds within the constitutional or legal 
limit of the State in which the municipal- 
ity is situated are conservatively issued. 


Now as to the market conditions 
which must also take a prominent part 
in our consideration of the value of a 
municipal bond. The largest single class 
of investors in this security is made up 
of the savings banks in some of the more 
‘ populous Eastern States which are re- 
stricted by State law as to the bonds in 
which they may invest their funds. The 
laws of New York and Massachusetts 
are the most conservative in this respect 
and as the savings institutions of these 
two States have an enormous volume of 
deposits to invest, it follows that the 
bonds which are available for them com- 
mand about the highest prices. Next in 
order follow bonds legal for savings 
banks in other States and then the so- 
called “general market” bonds. In this 


latter class the investor should look for 
the most suitable securities for private 
It comprises largely bonds 


investment. 


of Western and Southern municipalities 
which afford ample safety and can be 
purchased at prices to yield a better re- 
turn on the investment. Care should, of 
course, be exercised in selection with the 
points outlined in the preceding para- 
graph well in mind. 

There are other market factors enter- 
ing into the valuation of a municipal 
bond—for instance, many States have 
laws which make bonds issued by muni- 
cipalities within its borders tax-exempt 
for holders within the State. This creates 
a local market and makes it advantage- 
ous for residents of the State to invest 
in them, but usually makes the price too 
high for others. In general, the prices 
for municipal bonds move up and down 
within a limited range, but the relative 
prices for these various classes of bonds 
remain about the same. 

So many factors enter into the deter- 
mination of the value and stability of 
the obligations of municipalities that it 
is hardly to be presumed that the aver- 
age individual would have the facilities 
at his command for forming a correct 
estimate of their desirability except in a 
general and desultory way. To supply 
the demand for expert opinion and for 
facilities to handle securities in large 
amounts the modern Bond House has 
sprung up, acting as intermediary be- 
tween the “producer” and “consumer”— 
and giving the municipality the benefit 
of its ability to take up and pay for large 
amounts at one time in order that it may 
have immediate use of the money, and 
giving to the investor the benefit of its 
investigation of the credit of the munici- 
pality and the regularity of the issue. 
Laws governing the issue of bonds by 
municipalities differ in the different 
States of the Union, and experienced at- 
torneys are employed to examine the 
records in each case and give their 
opinion as to legality. This is an ex- 
tremely important point with the invest- 
or, as many of the very few defaults 
that have occurred in the payment of 
municipal bon’s have arisen through 
some original defect in legality. In of- 
fering an issue to its clients a reliable 
bond house says that it has secured the 
approving opinion of competent counsel 
as to legality, that it has investigated 




















the financial condition and general credit 
of the municipality and that it recom- 
mends the bonds as a stable, conserva- 
tive investment. 

The panic through which we have just 
passed has afforded a striking example 
of the stability of good municipal bonds. 
The recession in prices was small com- 
pared to the violent fluctuations in other 
securities—in fact, a brisk demand for 
them sprang up in the midst of the panic 
owing to the fact that in his relief meas- 
ures, the Secretary of the Treasury an- 
nounced that he would accept certain mu- 
nicipal bonds as security for Government 
deposits—thus showing the general con- 
fidence in them. In addition to this, the 
“Aldrich Eill” now before Congress pro- 
poses to make municipal bonds the basis 
of an emergency circulation, under cer- 


MUNICIPAL 





BONDS. 


tain restrictions, which if enacted will 
greatly broaden the market, making it 
desirable for National banks to number 
a certain amount of such bonds among 
their assets at all times. 

With the improvement in money con- 
ditions since the “late unpleasantness” 
bonds of all classes have strengthened in 
price with every probability that they 
will advance further within the next few 
months. Such an opportunity to buy 
good municipals on an attractive income 
basis has not presented itself in years— 
and may not again in many more—so the 
investor who is able to take advantage 
of this opportunity to buy the most con- 
servative class of securities at such prices 
will always have the opportunity of look- 
ing back on the investment with the ut- 
most satisfaction. - 





In 1835 the newspapers began to 
record the transactions of Wall Street. 
The New York Herald, then published 
at 20 Wall Street said: “Money is get- 
ting scarce. No one will complain if 
money becomes plenty, but when the day 
of payment comes it is almighty awful.” 





At the beginning of Wall Street as a 
financial center, the whole country had 
less inhabitants than has now the State 
of Ohio. New York City had a popula- 
tion of about 30,000 and the settled part 
of the city did not extend above Cham- 
bers street, Trinity Church, then as now, 
stood on Broadway facing Wall street. 





Wall Street’s mysteries become less 
mysterious the nearer we approach them; 
in fact nothing could be more direct or 
simple than are the principles upon 
which it conducts its immense business. 





Magazines in America are a mighty 
force. The raw truth which is furnished 
by the press they analyze, digest, and 
apply for a public prone to jump at er- 
roneous conclusions. The spirit of con- 
structive statesmanship is in these pub- 
lications and what the busy man has no 
time to do they do for him.—Geo. C. 
Lawrence, in Appleton’s. 

We hear so much of the evils con- 
nected with or attributed to the manipu- 
lation of stocks, that we are apt to over- 
look the fact that Wall Street represents 
the thrift and enterprise of the people 
more than it does their less laudable 
propensities. 

The mechanic who puts his few dollars 
into a savings bank enters the market 
by proxy ; the bank invests his money for 
him. Since there are many millions of 
savings bank depositors, the indirect pub- 
lic interest in Wall Street is one of its 
chief advantages and reasons for exist- 
ence. 
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The Government Standard 


On Bonds as Security for Public Deposits 
By R. W. SPEIR, Mgr. Bond Dept., Knauth, Nachod & Kuhne 


HE present practice of our Treas- 
ury Department in depositing 


public funds in National banks 

bears a close relation to the ex- 
cess receipts of the National Treasury 
over its corresponding disbursements 
during recent years. 

Originally in returning this surplus to 
the business channels from which it had 
been withdrawn, through this means, the 
department accepted as collateral secur- 
ity only Government bonds. 

The accumulated surplus has out- 
grown the available supply of such 
bonds, and in enlarging the list of bonds 
acceptable as security for the deposits, 
the department has accepted the experi- 


ence of four of our oldest States as af- 
fording entire safety. 

Bonds which comply with the require- 
ments governing the investments of 
trust funds and savings banks in one of 
the four States of New York, Massachu- 
setts, Connecticut and New Jersey, un- 
der their respective State laws, are thus 
known as complying with the Govern- 
ment Standard. No one of these States 
provide identical restrictions, but the aim 
of all is to provide entire safety of prin- 
cipal and interest. 

These bonds fall mainly into four 
classes which may be here briefly sum- 
marized : 


Government Bonds—Legal in all four States. 
State Bonds—Provisions differ in each State. 


Municipal Bonds— Provisions differ in each State. 


The most important 


factors recognized being, population, percentage of debt to assessed valuation, 
and clean record in payment o principal and interest in the past. 
Railroad Bonds—The features which all these States have in common 


are two: 
Ist. 


The stability of the road's earning power must be evidenced by a rec~ 





ord of dividends paid on all classes of stock outstanding, at a minimum rate per 
annum, for a consecutive term of years immediately prior to the investment. 
The rate commonly required is 4 per cent., and the term is commonly five 


years. 

Qd. The bonds must be secured by a mortgage (Massachusetts and 
Connecticut exempt from this requirement the bonds of certain New England 
railroads). 

















Some 


Fundamentals 


of Investment 


Theory and Practice 
By E. V. D. 


of 


P. W. Brooks & Co. 


RECOGNIZED and accepted 
A principle in political economy 
is that capital, as well as labor, 
tends to flow to where it may 
receive the highest returns. This is but a 
scientific statement of the inherent tend- 
ency of individual human nature to get 
hold of the maximum amount of material 
wealth which each one can secure. This 
tendency unrestrained and carried to its 
logical conclusions, means the survival of 
the strongest and ultimate social chaos. 
Accordingly, laws, moral and _ political, 
or rules of action have been prescribed to 
regulate the relations of the several in- 
dividuals of society to each other, and 
place a check upon this natural disposi- 
tion to get the most one can, so far as 
such course would be pursued at the ex- 
pense of other members in society. 

Practically little or no check, however, 
has or can be placed upon individual dis- 
posal of wealth already acquired in a 
way which the capitalist, large or small, 
thinks will secure him the maximum re- 
turns. Hence it is, that at times the “com- 
mon people” so eagerly and recklessly 
buy lottery tickets, mining stocks, planta- 
tion stocks, “watered” stocks, and, in 
fact, any “cats and dogs” of high and low 
degree, impelled by an ever present de- 
sire to get the largest possible return 
from the smallest possible outlay. It is 
this ever present popular longing for 
“unearned increments” of wealth, the 
prevalent desire for “easy money,” the 
almost universal fever to realize gains 
without the cost of labor therefor, that 
lies at the base of every period of ex- 
tended speculation. 

In other words, these exhibits of social 
psychology are but reflections of the 
psychology of its individuals as applied 
to investment matters. But in financial 
sentiment, as in physical law, action is 


followed by reaction, so that financial 
history becomes a succession of pendu- 
lum swings between the two extremes of 
rampant speculation on one hand, and 
frightened hoarding on the other. Greed 
for “easy money” and selfish fear supply 
the motive power and keep up the swings 
back and forth across the “golden mean” 
of conservative investment, which is but 
another way of stating the well recog- 
nized fact that financial history moves in 
“cycles.” With almost predictable regu- 
larity periods of great speculation are 
followed by financial and credit collapse, 
by hoarding both by banks and by indi- 
viduals, by longer or shorter periods of 
depression and dulness, and by a slow re- 
turn of confidence accompanied with a 
growing appreciation of the value of 
financial conservatism, and with enlarg- 
ing purchases at increasing prices of 
high grade, first mortgage and similar 
bonds ; this, in a rough way, is about the 
stage of the present investment cycle 
which society has reached. 

The strange and absurd feature of the 
whole procedure is that the investing 
public “Ever learning and never able to 
come to the truth,” but, “wise in its own 
conceit,” repeats from generation to gen- 
eration the same old follies and mistakes 
which have previously caused trouble, 
and been exposed again and again. The 
simplest explanation is that such pro- 
cedure is but an exhibition of abiding 
human nature, and that the “cycles” are 
but a reflection of the sense or nonsense 
of individuals in their private financial 
policy and methods. 

Human nature is certainly a queerly 
amusing spectacle, to a philosophical ob- 
server, in the consistency of its inconsist- 
encies. Law nor legislation cannot pre- 
vent these follies and their normal reac- 
tions. Education alone seems the feas- 
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ible antidote ; and this sole effective rem- 
edy must be gradually applied “Line up- 
on line and precept upon precept, here a 
little and there a little.” At the outset, 
however, and before any clear and ra- 
tional understanding of investment mat- 
ters and principles can possibly be had, 
it is necessary to clear the ground of cer- 
tain persistent weeds of misconception 
and underbrush of tangled ideas which 
obstruct and confuse the popular view 
of investment fundamentals. 


To this end it is in order briefly to 
state some axioms and point out a few 
radical distinctions as foundations for 
right conceptions of the nature and 
principles of investment. 

Among all sane investors and honest 
investment houses, security or safety of 
principal is recognized as the first and 
fundamental rule of investment. This 
safety or security of principal obviously 
implies the ability of the investor to re- 
cover his invested principal—entirely 
apart and distinct from income which he 
may have received on the same—either 
at any time desired or at some specific 
time set for the repayment of such prin- 
cipal, The methods of this recovery vary 
as between stocks and bonds—the distinc- 
tion between which is later more fully 
noted. In the case of bonds, principal 
may be recovered through (1) resale 
(before maturity), or, practically, bor- 
rowing on the same to about the face 
value; (2) repayment at maturity; (3) 
foreclosure on the property. In the case 
of stocks, which have no maturity, prin- 
cipal can only be recovered through (1) 
resale; or (2) liquidation of the con- 
cern and distribution of its assets. In 
view of the fact that comparatively few 
modern corporations possess realizable 
assets of sufficient value, above the 
amount of their total liabilities to credi- 
tors, to represent an equitable interest 
for the stockholders, the means by which 
a stockholder can recover his principal 
are practically reduced to the one of re- 
sale of his shares to someone else. In 
either case, however, unless there is back 
of the stock or bond the equal value of 
an actual asset, it is evident that resale is 
only a temporary makeshift and that the 
final holder who is caught with the stock 
or bond in question will be the loser. 


Hence, marketability in itself—and aside 
from the matter of price fluctuations— 
cannot be taken as an ultimately logical 
test of investment security. Possession 
by a company of actual assets in cash or 
of property, is the only assurance of 
safety of invested principal. 


Corollary to the above generally ac- 
cepted principle, is an axiom which con- 
stitutes a second and commonly over- 
loked fundamental of investment, viz., 
that the prime purpose of investment is 
to save money already accumulated, 
rather than to “make money,” as in ordi- 
nary business enterprise. Any increment 
which may accrue to an invested fund in 
any given case is, rightly considered, but 
an incidental, fortuitous circumstance 
and not the prime purpose of investment. 
It is through failure to recognize this es- 
sential truth that millions of unwise in- 
vestments have been made, and corres- 
pondingly great losses have been in- 
curred. Once this fundamental purpose 
of investment is appreciated, attention 
to the safety of the invested principal 
becomes logical, natural and easy. In 
the disregard of this prime aim of in- 
vestment, namely, to save money accu- 
mulated through business effort, lies the 
parting of the ways between Investment 
and Speculation, whose immediate test 
is the practically perfect security of in- 
vested principal. 

A third and related distinction to 
be continually observed is the essential 
difference between stocks and bonds, 
above referred to. Many people seem 
to forget that a stock certificate repre- 
sents only a _ limited proprietorship 
in an enterprise and has attached to it 
those liabilities and limitations which at- 
tach to a business partnership of such 
nature. Hence, the shareholder must 
stand the brunt of any business misfor- 
tune and is entitled to no return of either 
his principal or of an income thereon un- 
til all creditors of his enterprise have 
been satisfied in full, or so far as the as- 
sets of the concern will allow. A bond- 
holder, on the other hand, is a creditor 
entitled to previous consideration. As 
between bondholders, however, there are 
numerous classes, all entitled to various 
degrees of protection, from that of the 
holder of receivers’ certificates or first 
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mortgage or prior lien bonds, to that of 
the holder of an income or debenture 
bond or unsecured note. One thing, how- 
ever, is plain; if there be any merit, if 
there be any assets, if there be any value 
in a particular enterprise, these things, 
whatever they may be, belong first of all 
to the first mortgage or equivalent bond- 
holder, the crumbs from whose table are 
the stockholders’ portion. Accordingly, 
it appears that the ideal type of invest- 
ment which most nearly conforms to that 
first investment principle of safety is the 
first mortgage bond or its equivalent. 


Not only as to safety of principal, but 
also as regards security of income is the 
bond, both senior and junior lien, distinct 
from and superior to a share of stock. 
In common parlance, bond and note in- 
terest accumulations are a “fixed 
charge,” fixed not only in amount and 
time of payment, but as to the necessity 
therefore. Stock income or dividends, on 
the other hand, are entirely dependent 
first, on the possession of adequate sur- 
plus earnings above all fixed and other 
necessary charges, and secondly on the 
discretion of directors, who, within 
broad limits, may act their pleasure as to 
a declaration of the same. Irrespective, 
therefore, as to how long dividends may 
have been paid in the past, there is no 
guarantee of their future continuance 
from one period to another. 

Out of these preceding facts emerges 
another constantly overlooked postulate, 
namely, that, in view of its inherent 
risks, a share of stock, to be on the same 
basis as a good first mortgage bond which 
may net from 5 to 6 per cent., should uni- 
formly yield a much higher return as 
compensation, perhaps I0, 12, 15 or even 
more per cent. depending upon the ele- 
ment of risk in the particular case in 
question. Incidentally, it is unfortunate 
that the general public has not been edu- 
cated up to understand that stockholders 
are equitably entitled to a considerably 
higher return than the average rate of 
income upon strict investment funds, 
i. e., upon money soundly loaned rather 
than directly paid into business ventures. 
When it once appreciates this fact, not 
only will much of the inducement to 
legislative corporation baiting be re- 
moved, but also the great incentive to 
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corporation stock watering and the like. 

Having noticed the matters of security 
and yield, some comments are in order 
on the question of what may be called 
investment profits derived from an ap- 
preciation in the market price of a se- 
curity, which is an end most frequently 
sought by the average investor. 


Incidentally, and as a foundation for 
the ideas connected herewith, it should 
be noticed that security holders must be 
divided into temporary and permanent ; 
and, secondly, that only in a broad way 
does market price represent value in the 
case of securities which do not, in fact, 
represent actual assets, as is often the 
case with many shares which change 
hands in the public market. For illus- 
tration, assume that certificates which 
represent deposits of certain sums of 
gold in the U. S. Treasury were traded 
in on the market; then so long as the 
depositary’s possession of means to re- 
pay these deposits in full was unques- 
tioned, the price of these certificates 
which represent dollar for dollar of ex- 
isting wealth would fluctuate but very 
little, the only price variation being due 
to the relative extent of their supply 
and the demand therefor. Let uncer- 
tainty arise, however, as to how much 
wealth, if any, really exists behind the 
certificates, and at once wide fluctuations 
would occur in the prices quoted there- 
for. Or, to look at the same idea from 
the other side, the presence of consid- 
erable fluctuations in the quotations of a 
so-called “security” implies the absence 
of underlying value to maintain a price 
equilibrium ; while comparatively steady 
prices equally implies the steadiness of 
value behind the security quoted. 

Returning now to the matter of possi- 
ble profit from an appreciation in the 
price of a security, it is plain that such 
a profit can be obtained in only one of 
two ways: (a) by resale of the security 
at the advanced price, which involves the 
parting with a good security or the un- 
loading of a poor one on to “another fel- 
low” who may suffer thereby, but who is 
equally entitled to consideration and pro- 
tection as an investor; or (b) by the 
purchase below par of a security which 
has a maturity, which is true only of 
bonds and notes, not of stocks. In this 
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case the purchaser profits without the 
necessity of parting with his investment 
security, by the difference between his 
purchase price and the par value at which 
the obligation is paid at maturity. This 
is the typical profit of true investment, 
and may to-day be realized to an extent 
not possible in many previous years; 
a clean, untainted profit which does not 
involve a probable corresponding loss to 
another holder, and is not based on sell- 
ing to a yet bigger fool a gold brick or 
a blind horse, as in the case of many 
stock market transactions. 

Aside from the natural penchant of 
much of society to gamble, perhaps the 
flame of speculation’s chief attraction 
for the recurrent crops of speculative 
moths, is the popular idea that there is 
“money in it.” While statistics are nat- 
urally difficult to obtain on the question 
of the relative profitableness of Invest- 
ment versus Speculation, it is generally 
recognized in sane and sensible financial 
circles that in the long run investment is 
uniformly not only safer but more re- 
munerative. It is an unfortunately popu- 
lar idea, however, that the rdle of specu- 
lator and investor can be profitably com- 
bined, an error which is fostered by the 
frequent use of such terms as “conserva- 
tive speculation” or “speculative invest- 
ment,” an unreal hybrid about as non- 
existent as the dodo. Either invested 
principal is, humanly speaking, safe or it 
is not safe, as has been before indicated. 
In the one case there is an investment, in 
the other a speculation. Common sense 
dictates that it is unwise to risk 75, or 80 
or go per cent. of one’s principal for the 
sake of an extra and often uncertain ad- 
ditional return of 2 or 3 per cent.; yet 
this is constantly done. Not that the rate 
of return is the final test whether a given 
outlay of funds is in the nature of a 
speculation or an investment; for it is 
conceivable that a genuine investment 
may return 8, 10, or even I5 or more per 
cent, thereon; while a poor speculation 
may return perhaps only 2 per cent., the 
rate of Government bonds, or perhaps 
even nothing, as in the case of a non- 
dividend and speculative stock. Never- 
theless, the general proposition is broad- 
ly true that high yield commonly indi- 
cates correspondingly large risk. 


Related to the matter of price is a 
sixth point whose nature should be clear- 
ly and better understood, viz., that of the 
so-called “convertibility” of a purchased 
security back into cash. 

Though plainly axiomatic, the proposi- 
tion is often overlooked by the generality 
of investors that the value of converti- 
bility in any instance depends on the 
maintenance and existence at the time 
convertibility is desired of a market price 
equal to or above that at which the se- 
curity in question was purchased. Just 
so soon and just so far as market price 
drops below purchase price, by just so 
much does the value of convertibility 
fall below zero. Accordingly, the 
problem of convertibility may be consid- 
ered to present itself as a question of the 
least shrinkability of price, which again 
emphasizes the need that actual wealth 
(in its economic sense), should underly 
the security which purports to repre- 
sent it, as before shown. 

In this connection it is further perti- 
nent to note that the “listing” of a se- 
curity upon an exchange does not in 
itself insure either its value or ready 
convertibility which depends rather on 
the size and popularity of an issue and 
the closeness with which it is held. List- 
ing facilitates as well a fall of security 
prices when there is a downward tend- 
ency, while the question of convertibility 
or finding a purchaser is merely a ques- 
tion of whether there is a demand at all 
for the particular security, and to how 
low a figure the price must fall before 
that demand appears. 

A frequent and practical way in which 
convertibility may be effected without 
the loss sometimers incident to actual 
sale, is by a hypothecation of the securi 
ties as collateral, with a lender, often 
the banker or investment house through 
which they were bought. 

To determine this and similar ques- 
tions and to intelligently test setiales 
investment propositions with sound in- 
vestment principles is chiefly the work of 
the reliable bond house with its first hand 
information. The more immediate prob- 
lem of the investor is to select a respon- 
sible house. And it should here be kept 
in mind that the business policy and 
methods of an investment banker are a 














reflection of his ideas as to what consti- 
tute sound investment principles. Again, 
the merit of a bond house, as of a se- 
curity, has no necessary relation to its 
fame or bigness. Some of the most 
disappointing securities have been put 
by large houses with an international 
reputation. It may furthermore be found 
that in a relatively smaller house, the in- 
vestor comes into first hand contact with 
the principals themselves by whom the 
investigations are carried on and the in- 
formation given, rather than by hired 
clerks and employees. 

Likewise, an important fact for every 
investor’s consideration is that a relative- 
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ly small and well-conducted bond house 
has far lower fixed running expenses 
than the large establishment, and can 
accordingly operate and sell its securities 
on a much smaller margin of profit than 
can and does the very large house with 
its expensive establishment. 

In fine, the investment bond house 
has become as necessary and permanent 
a part of modern investment machinery 
as is the bank for commercial transac- 
tions; and it is of the first importance 
for a would-be conservative investor to 
tie up to a house of sound and conserva- 
tive principles and methods, be the same 
large or small. 


Anti-Option Legislation 


By Henry Clews 


in his last message to Congress 

certainly cannot apply to any 

business transacted on the N. Y. 
Stock Exchange, as options are not dealt 
in there. Options of from three to sixty 
days were dealt in a great many years 
ago, but were abandoned long since. 
Every purchase and sale now made on 
the floor of the N. Y. Stock Exchange 
provides for a delivery on the day of 
purchase, or the following day, and pay- 
ment made therefor upon delivery of the 
security, and no law can possibly be 
passed by Congress, or the State Legis- 
lature, to prevent a broker thus buying 
securities and transferring same to a cus- 
tomer on credit on terms satisfactory to 
himself, any more than a law could be 
enacted to prevent a drygoods, hard- 
ware, grocer, or merchant in any other 
line from extending credit to his custom- 
ers. Nearly all the business of the world 
is thus transacted, and could not be done 
on a large scale otherwise. In London, 
however, most of the business is virtu- 
ally on an option basis, as it provides for 
fortnightly settlements, there being two 
settlement periods each month, which 
can be extended from time to time in- 
definitely at the option of the parties con- 
nected therewith. 
The option method of doing business 


Tr President’s attack on options 


prevails on the Cotton and Produce Ex- 
changes and could not well be transact- 
ed, to the extent of making an active 
market for the benefit of the producers, 
on any other basis, in my opinion. To 
do away with options would simply do 
away with the Exchanges, which would 
be to the disadvantage of the farmers. 
A farmer, as soon as he ascertains that 
his crop is secure, makes a calculation of 
how long it will take to put it in his barn, 
thrash it out and transmit it to Chicago, 
and he sells it on that month’s option, 
thus ridding himself of any further risk 
of fluctuation in the price, and is made 
happy thereby. If he is deprived of such 
a market, it puts him back to the old way 
of doing business, when the large deal- 
ers from Liverpool, Chicago and other 
quarters sent their agents direct to the 
farmers at harvest time and by bringing 
all kinds of discouraging influences to 
bear upon them made them sell at a frac- 
tion above the cost of production; as 
against this they are at present able to 
hold their crop back and get the highest 
price. In having the ready market which 
now exists, the farmers have all become 
rich. Why, therefore, change the pres- 
ent plan, which has given so much pros- 
perity to the producers of cotton and 
other products, to what might be likely 
to reverse their present satisfactory con- 
dition? 
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How the Amount of Money in Cir- 
culation Affects the Merchant 


By Roger W. Babson 


Ed. Note.—This is the first of a series of articles relating to the twenty-five subjects coming under 
the head of Fundamental Statistics, referred to in Mr. Babson’s previous article, entitled ** The Theory of 
Financial Statistics,” and fully covered in his book, * Investments—What and When to Buy?“* The point 
emphasized in this Theory is: that an investment of a few thousand dollars can be multiplied into 
several hundred thousand dollars, in about twenty years, with very little risk. Mr. Babson’s atten- 
tion was first called to this theory by some of the great banking houses in England and on the continent, 
which, it seems, give but slight attention to the temporary fluctuations of a stock, or, in fact, of the whole 
market. These fundamental statistics indicate clearly whether conditions are to remain unchanged, or 


whether a period of depression or a period of prosperity is due. 


It is this knowledge which is used by the 


bankers of the old world in building up fortunes, and it is these fundamental statistics that are at the 


bottom of all great stock market movements. 


r I AHIS subject at first thought may 
seem very dry, uninteresting and 
of little concern to the merchant 
or manufacturer; yet, as a mat- 

ter of fact, the “Amount of Money in 

Circulation” is of vital interest nof only 

to the merchant and manufacturer, but 

also to the humblest storekeeper and day 
laborer. The trade of the corner grocery 
store is dependent upon the amount of 
money in circulation in its neighbor- 
hood; and the amount of money in cir- 
culation in the neighborhood is absolute- 
ly dependent upon the amount circulat- 
ing in the entire city. Moreover, the to- 
tal amount in circulation in any one city 
varies directly with the amount in cir- 
culation in the entire country. As the 
local banks in every small town have de- 
posits in some large city such as New 

York, Chicago or St. Louis, money can- 

not be abundant in one city while scarce 

in another except for a very short time. 

The banks of the various cities are so 

related through these great banking in- 

stitutions, that money—like water— 
immediately seeks its level. As a result, 
all parts of the country must prosper or 
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suffer in accordance with the amount of 
money in circulation. The storekeeper, 
therefore, must study figures of the en- 
tire country and not simply the condi- 
tion of his own town or his own neigh- 
borhood. 

Many a mill has been closed down 
and many a laborer has been thrown 
out of employment because the employ- 
ers could not obtain enough actual 
money to pay the wages. In times of 
prosperity such conditions are hard to 
conceive; nevertheless they have hap- 
pened and will recur. Sometimes mills 
continue to operate by paying their em- 
ployees by checks, although this is very 
unsatisfactory unless the checks can be 
readily cashed. We know of one city 
in Massachusetts where for several 
weeks in 1907, all of the factory hands 
and clerks were paid in checks, and 
moreover by checks marked “Payable 
only through Clearing House.” Checks 
so marked cannot be cashed. The hold- 
ers can only deposit them in a bank and 
draw new checks against them. How- 
ever, since these new checks must also 
be marked “Payable only through Clear- 

















ing House,” is was still impossible for 
the employees to obtain their cash. As 
95 per cent. of the employees had no 
bank account, the only practical method 
was for each to give his check to one of 
the local storekeepers, receiving credit 
for the amount. As a man was obliged 
to leave the full amount of his check 
with one store, he found it advisable to 
select a large department store, carrying 
dry goods, groceries, medicines and oth- 
er goods. This resulted in almost ruin- 
ing the business of the small store- 
keepers, excepting that of regular charge 
customers during this period; the cash 
business of one small store which ordi- 
narily amounted to nearly $100 a day, 
decreased to only $5 or $10 a day. This 
is only one illustration of how vital the 
amount of money in circulation is to 
even the humblest classes. 

It is of even greater importance to the 
large merchants and manufacturers. 
The small retailer who buys only what 
goods he can sell, ceases purchasing as 
soon as the business of his customers 
diminishes. This immediately affects the 
business of the large manufacturer, who 
in turn stops purchasing from the pro- 
ducers and the farmers. The small 
manufacturer who buys new raw ma- 
terial only as needed for actual manu- 
facture, immediately ceases purchasing 
in direct proportion. The great mer- 
chants and large manufacturing plants 
possibly feel the effect later, but often 
to a greater extent than the small deal- 
er. It may be plainly seen, therefore, 
that the amount of money in circulation 
directly affects everyone, whether a la- 
borer, a clerk, a small store keeper, a 
merchant, a large manufacturer or the 
railroad company which transports for 
all. 

Tue Terms DEFINED: 


In the discussion of this subject two 
different amounts of money are referred 
to, namely: 

1. The net amount of working money 
in circulation. 

2. The gross amount of money per 
capita, whether hoarded or in use. 

These two amounts may be defined as 
follows: 

The “net amount of working money in 
circulation” means the amount of actual 
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‘cash held by the banks. When a farmer 
deposits in his bank money received from 
the sale of cotton in Liverpool, he in- 
creases the net amount of working 
money in circulation. This is likewise 
true when a bank imports gold from 
abroad by the use of bills-of-exchange 
or other methods. When a depositor, 
becoming frightened, withdraws money 
from a bank and hides it in his house or 
in a safe deposit box, he decreases the 
net amount of working money in circula- 
tion. The same is true when Americans 
spend money in Europe or when money 
is sent abroad in payment for American 
securities held in Europe, which have 
been resold here. The “net amount of 
working money in circulation” is affect- 
ed in another way; namely, by the 
amount of money that each man is 
carrying in his pocket. One individual 
thinks that he is not affecting the finan- 
cial conditions of his country by carry- 
ing in his pocket eleven dollars instead 
of one dollar, but as there are 15,000,- 
ooo working men in the United States, 
this makes a difference of $150,000,000 
in the net amount of working money in 
circulation; and, as we shali see in a 
later number, it makes a difference of 
over $500,000,000 in the banking re- 
sources of the country. Thus “net 
amount of working money in circula- 
tion” represents the money which is ac- 
tually in the banks or actually at work 
in commerce and industry; it does not 
include idle money stowed away in 
pocket books, houses or safe deposit 
boxes. 

“The gross amount of money per cap- 
ita” includes all money in the United 
States whether it is in a bank or buried 
in the ground, at work or idle. All 
money in safe deposit boxes and in the 
pockets of individuals is counted in this 
item. This at the present time amounts 
to about $35 per capita based on the en- 
tire population of the United States. 
This figure must not be mistaken for 
“wealth,” as the total wealth per capita 
is much greater. The gross amount of 
money per capita simply represents the 
total of the gold and silver coins and the 
bills and bank notes in existence in the 
United States, wherever located. It has 
been estimated that in order to keep this 
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figure in the vicinity of $34 or $35 per 
capita, it is necessary either to import 
or to create about $50,000,000 net in coin 
and bills each year. 


Tue Errect Upon THE MERCHANT. 


In the above two paragraphs we have 
endeavored to explain the difference in 
the two “amounts” just referred to. We 
shall now briefly discuss how these two 
“amounts” affect the merchant, manu- 
facturer, industries and banks. To do 
this intelligently it is necessary to con- 
sider each separately, as the effect of 
one is directly opposite to that of the 
other. 

Experience has shown that the 
“amount of working money in circula- 
tion” cannot be forecasted by figures 
but is dependent rather upon sentiment ; 
in other words, instead of being depend- 
ent upon the financial condition, it is de- 
pendent rather upon the sentiment of the 
people. This net amount in circulation 
may remain practically constant for 
years, until some large failure, scandal 
or rumor of war comes, when the people 
lose confidence and money suddenly stops 
circulating. In such cases everybody im- 
mediately holds all he has in his posses- 
sion. Therefore, a free movement in 
the circulation of money is stopped or 
greatly retarded. 

Moreover, the net amount of working 
money is often independent of the gross 
amount of money per capita in circula- 
tion. Should a rumor be published in 
the morning papers that some great 
financial institution is in a critical condi- 
tion, the net amount of money in circula- 
tion would immediately be affected to a 
greater extent than would be possible 
through years of legislation; but the 
gross amount per capita would remain 
unchanged. Furthermore, such rumors, 
failures, scandals are the best warnings 
of impending contraction of the amount 
of net working money in circulation. 
The study of statistics in such instances 
is of little value. In other words, as 
soon as such a thing happens, the mer- 
chant may be reasonably certain that his 
trade will be diminished, and the effect 
of this curtailment will be felt by the 
wholesalers, the manufacturers and the 
railroads. On the other hand, the mer- 


chant should be equally on the watch for 
the time when confidence will be restored 
and the people decide to part with the 
money which they have been hoarding. 
As it is human nature quickly to hoard 
money in case of trouble, it also is hu- 
man nature to forget this trouble quick- 
ly. Moreover, people seem unable to 
withhold money from circulation beyond 
a certain length of time; it “burns a hole 
in their pockets,” they become uneasy 
under the loss of interest, and it finally 
dawns on them that, after all, their 
money is in more danger in their house 
than deposited in a good bank. 

Thus, periods of financial stringency, 
which are caused by the temporary with- 
drawal of money from circulation 
through fright, are invariably followed 
by a great increase in the net amount of 
working money. Nevertheless, increase 
in the business of the local merchant is 
not directly in proportion to the increase 
of the net amount of working money. 
While business falls off when the work- 
ing money decreases, the reverse is not 
true. When the mills are shut down 
and the working people are out of em- 
ployment they acquire frugal habits. 
After the mills resume, folks do not at 
once begin to spend; they deposit money 
in the savings banks. The fact remains, 
nevertheless, that after these periods of 
fright, money becomes very plentiful 
with the banks, and interest rates become 
correspondingly low with a slow but 
gradual increase in business. 

The efficiency of money depends upon 
its rapidity of circulation and a contrac- 
tion in the net amount of working money 
always causes a decrease in general busi- 
ness. It takes some time for this to re- 
turn to its normal state. 

In the case of “gross amount of 
money per capita,” entirely different 
laws prevail. To quote from Theodore 
E. Burton’s admirable book entitled 
“Crises and Depressions”: “Paradoxical 
as it may seem, the starting point for 
crises and depressions may be found in 
abundance rather than in_ scarcity, 
whether in money or of capital.”” Here 
he refers to the “total gross amount of 
money per capita” or the figures which 
are shown by statistics. These statistics 


may be obtained from the United States 

















Government, which prepares a table each 
month giving estimates. These figures 
usually show a continued increase up 
to a certain point when a panic or de- 
pression comes over the country. This 
is probably due to the fact that panics 
and depressions are so often caused by 
over-prosperity, and that this gross 
amount of money per capita is a good 
barometer of prosperity. Therefore if 
the gross amount of money in circulation 
as reported by the Government shows a 
steady increase per capita for several 
years and everyone is prosperous—amills 
running over time, labor in great de- 
mand, and everybody happy and con- 
tented—then the merchant and manufac- 
turer should be on the watch for a turn 
in the tide. In other words, too large 
an amount of money per capita is sure 
to be followed by a period of disaster 
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and trouble. “Pride cometh before de- 
struction and a haughty spirit before a 
fall.” It is likewise true that a large 
quantity of money cometh before a panic 
and a period of luxury before a period 
of depression. 

In the above we have shown the effect 
on business in general as these articles 
are primarily for the business man. We, 
however, wish to state one law in con- 
nection herewith for the benefit of the 
individual bank depositor and investor, 
namely : 

In conjunction with any monetary 
troubles due to the withdrawal of money 
from circulation or to too prolonged 
prosperity, there always comes a decided 
fall in the price of stocks and bonds 
which is always followed by lower inter- 
est rates and decrease in the price of la- 
bor and the commodities. 


Gross AMOUNT OF MoneEY. 


Tue U. S. Treasury DEPARTMENT'S REPORT FOR JANUARY I, 1908. 


CO ae $648,573,172 
Gold certificates ....... 706,612,349 
Stand. silver dol. ...... 91,312,428 
Silver certificates ...... 467,731,347 
Subsidiary silver ....... 134,980,859 
Treas, notes of 1890.... 5,469,056 
ti, SE btu eéxn ees 0 345,275,422 
National Bank notes ... 670,034,664 

BE ae wines ne teex 3,078,989,298 


CIRCULATION PER CAPITA, 


Jan. 1, 1908, $35.48; 


Jan. I, 1907, $33.96; 
Jan. 1, 1906, $31.82; 
Jan. 1, 1905, $31.12; 
Jan. 1, 1904, $30.38; 
Jan. 1, 1903, $29.43; 
Jan. 1 

I 


, 1902, $28.69 ; 


Jan. 1901, $28.19. 





$640,577,952 $692,623,564 
675,636,209 580,395,199 
90,979,549 85,377,835 
468,953,120 467,817,025 
132,979,612 124,120,938 
5,537,067 6,600,829 
344,682,957 341,908,353 
648,895,117 585,056,585 
3,008,241,583 2,883,900,328 


In 1907 the treasury made a deduction 
of about $135,000,000 in amount of gold 
in circulation, which had previously been 
overestimated to that extent, and in sub- 
sequent statements allowance has been 
similarly made. In this respect the 
showing on Jan. 1, 1908, compared with 
previous years, is considerably better 
than indicated by the figures above. 





Whatever appears in these columns is considered first from the standpoint 


of value to the reader. 


No articles have been in the past, nor will in the 


future, be printed at the request of anyone, or for a consideration in money 


or its equivalent. 
and disappeared. 


Too many financial publications have travelled that road 








"RTE ETT 


Wat aba Rite noi Ste ton ae «ted seo aMe Ln 


Investment Yield of Short Time Notes 


By Montgomery Rollins 


Author of “Money and Investments” 


understood fact that there are 

fashions in investments as well as 

in hats or even the more trivial 
things of life. At times, the fashion re- 
sults from no better cause than a fashion 
prevailing in the matter of dress; that 
is, the multitude follows the lead of the 
few. Again, fashions are established in 
investment securities because of the trend 
of financial events. Previous to the 
panic of ’93, high rate. Western farm 
mortgages and debenture bonds, so 
called, based upon the former collateral, 
were much in vogue, and turned out to 
be one of the evils of the time. A similar 
condition, and, likewise, with its attend- 
ant evils, has been the recent fashion of 
short time corporation notes, a form of 
borrowing which is somewhat of a nec- 
essary evil, and which we must depend 
upon the future to fully clear our minds 
as to the ultimate outcome of this class 
of financiering. 

A few years ago, a Table of Bond 
Values, which would give net returns to 
a 5% per cent. basis, was deemed all- 
sufficient, and it would indeed have been 
a brave reader of the future who would 
have predicted that such tables should, 
in such a relatively short time, prove so 
valueless. Leading financiers, those in 


I T is a peculiar and a very generally 


charge of the investments of our insur- 
ance companies and savings banks, were 
cherishing with great esteem any long 
time bonds, bearing 5 per cent. and high- 


er rates, and were congratulating their 
several institutions that their earlier 
Boards of Finance had been far-sighted 
enough to buy long time securities when 
such rates as 5 per cent., 6 per cent. and 
7 per cent. were prevailing. Little did 
they suspect that, in a time so soon as to 
more clearly demonstrate than ever the 
changeability of the affairs in this great 
nation of ours, similar rates would again 
be offered the investor, and upon classes 
of security far higher in grade than any 
offered in the earlier days at similar 
rates. So, in one way, we may almost 
say that such rates had never before been 
seen. 

This is all preliminary to the fact that 
those buying or selling these high rate 
short time notes, and even dealers in 
bonds, have been hard put to find tables 
with results commensurate with the 
needs of the times. The writer has re- 
ceived an avalanche of communications 
from far and near for rate books giving 
interest returns to Io per cent. and even 
higher. It is an amusing fact that a New 
York financier, talking to a Boston man, 
said: “You tell Mr. Rollins, when you 
see him, that by his Bond Values Tables 
I find that the bonds of the Consolidated 
Steamship Company pay so and so, but 
tell him he is wrong, because the blasted 
things don’t pay anything!” 

Of course, that is an extreme. but that 
10 per cent. or 20 per cent. should have 
been ruling and on coupon paying se- 











INVESTMENT YIELD OF SHORT 


curities, is certainly a strange commen- 
tary upon the times. 

Rate books, to meet to a partial degree 
the requirements of the hour, have been 
computed as fast as possible, and placed 
upon the market, but, as the creation of 
such books entails arduous labor, and it 
being believed that the extreme rates 
were but transitory, there has, of course, 
been no incentive for the authors of such 
books to produce any volumes to give 
such excessive net returns as I5 per 
cent, or 20 per cent. 

3esides the call for rate books, such 
as above, there has, likewise, been a de- 
sire to compute with accuracy the net re- 
turns upon a security with the life of 
some period not covered by the books, 
such, for instance, as three years and 
four months—the tables naturally giving 
results for three and a half years and 
four years. In any bonds having a 
long time to run, say twenty or thirty 
years, this degree of accuracy is not so 
material, but, for a short time security, 
say for four months, eight months, or 
some such period, falling between the 
half-yearly results of the tables, there 
has been a need for greater accuracy. It 
is valueless to give a formula for the 
computation of such results, as the busy 
buyer or seller of securities would not 
ordinarily have time to make use of the 
same, so, therefore, this article assumes 
that the material presented is to be re- 
ferred to by the average practical dealer 
or investor in bonds, who seeks results 
for each use and application. 

It is natural that Bond Values Tables 
should not cover all rates of interest, all 
maturities, and certainly not every con- 
ceivable yield. A volume sufficient for 
all these requirements, and which, first 
and last, the author has been asked to 
furnish, would be of a size to make the 
large unabridged dictionary fade into in- 
significance. 

A volume of moderate size, one that 
may be carried in the pocket, will furnish 
the most likely called for results, but no 
more; and it is merely a mathematical 
understanding of the use of such tables 
that will enable one to obtain almost 
aviy other result from them, all of which 
will be readily understood bv a few illus- 
trations, 
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We desire to sell a 5% per cent. twen- 
ty year bond to net the investor 4 per 
cent. We will suppose the table at hand 
does not contain a 51% per cent. rate, but 
does contain 5 per cent and 6 per cent. 
rates. Under the 6 per cent. rate, there- 
fore, we find 127.36 as a 4 per cent. basis, 
and 113.68 as the same basis for a 5 per 
cent. bond. Adding these two results to- 
gether and dividing by two, you have the 
result for a 5% bond. Or: 

Price of a 20-year 6 per cent. 

bond to net 4 per cent. ...... $127.36 

Price of a 20-year 5 per cent. 





bond to net 4 per cent. ..... 113.68 
Pe GE EE candi deascaseces 241.04 
One-half of which is ......... 120.52 


Equals, price of a 5% per cent, 20-year 
bond to net 4 per cent. 

Likewise, imagine that the highest 
rate of interest covered in the book is 
7 per cent., and the result for an 8 per 
cent. bond is desired. The same method 
may be pursued by obtaining the differ- 
ence between the price of the 7 per cent. 
and the 6 per cent bond, and adding 
the result to the former. Thus: 
Price of a 20-year 7 per cent. 

bond to net 4 per cent. ...... $141.03 
Price of a 20-year 6 per cent. 


bond to net 4 per cent. ...... 127.36 
ee ee 13.67 
Add price of 7 per cent. bond.. 141.03 
Price of 20-year 8 per cent. 

bond to net 4 per cent. ...... 154.70 


In a similar manner, the desired re- 
sults for a bond bearing any rate of in- 
terest may be obtained by the use of the 
ordinary tables. 

Let our next example be where it is 
wished to find the price at which a 5 
per cent. bond, having 20 years to run, 
will net the holder 4.05 per cent. By 
turning to the 20-year table, we find that 
the nearest results are 4 per cent. yield 
and 4.10 per cent. yield. The answer 
must lie half-way between the prices for 
these two bases. Find the column headed 
5 per cent.; obtain the results for 4 per 
cent. and 4.10 per cent.; add them to- 
gether and divide by two, and the result, 
near enough for all practical purposes, 
will be obtained. Thus: 
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Price of a 20-year 5 per cent. 
bond to net 4 per cent. ...... $113.08 
Price of a 20-year 5 per cent. 


bond to net 4.10 per cent. ... 112.20 
MD adie ncadeveens 225.88 
One-half of which is ....... 112.94 


Equals, price of a 20-year 5 per cent. 
bond to net 4.05 per cent. 

There will, however, be a very slight 
inaccuracy. 

By this method of proportioning, any 
intermediate bases may be found, al- 
though not quite so simply as where the 
result lies half-way between, for if, for 
instance, the price for a 4.03 per cent. 
yield were desired, it would be necessary 
to find the prices opposite 4 per cent. 
and 4.10 per cent.; subtract the lesser 
from the greater; divide by .10, which 
is the difference between 4 per cent. an’ 
4.10 per cent. in the left-hand column, 
and then you can obtain what the ratio 
of change is in price for each one-hun- 
dredth of one per cent. increase in the 
net return. Multiply your result, to fol- 
low this example, by 3, and deduct it 
from 113.68, the price to net 4 per cent., 
and you obtain the price of a 5 per cent. 
bond to net the investor 4.03 per cent. 
per annum. ‘This, again, is a rough 
mathematical calculation and not abso- 
lutely accurate, but a little understand- 
ing of such matters will enable one to 
form approximate and useful conclu- 
sions. 

The foregoing are but examples of 
many ways for the use of such tables. 
The limited length of this article pro- 
hibits covering all of the many applica- 
tions of the ordinary arithmetical use of 
the tables for results not ordinarily 
given, so we will now proceed to con- 
sider the case of a short time note or 
bond; or, to be more explicit, one ma- 
turing, say, in less than six months. For 
this purpose we will take an example 
of a 7 per cent. note, maturing in 4 
months, and selling upon a 634 per cent. 
basis. Turn to the half-year page, 
which is the nearest approximation to 4 
months, and you will find that a 63¢ per 
cent. basis for such a rate and time as 
above given is 100.30. For ordinary 
purposes, the bond man divides this 
premium of .30 by 6, and obtains .05; 
then multiplies this by 4—representing 


the number of months which the security 
has to run—giving .20, or 100.20 as the 
approximate answer. Thus: 

Price of a 7 per cent., 6-months’ 


bond to net 634 per cent . $100.30 
1/6th of the premium equals 

the proportionate premium 

for one month, anJ is ...... 05 
4 months’ premium is 4 times 

re ren .20 
Add to par (100) and get..... 100.20 


Which is the price of a 7 per cent., 4- 
months’ bond to net 63 per cent. 

This is the same theory as explained 
above for the longer time securities, but 
Bond Values Tables always have pres- 
ent one inaccuracy—unless a computa- 
tion happens, perchance, to fall upon a 
coupon date so that there is no accrued 
interest to pay. In other words, tables 
are based upon bonds that mature in 
exactly six months or multiples thereof, 
and any computation for intermediate 
periods is coupled with the fact that it is 
usually customary to sell a bond plus the 
interest accrued. Here is the inaccuracy 
of the matter; namely, the loss of the 
interest upon this accrued interest until 
the maturity of the current coupon. In 
any short time note, as in the example 
above, this should be taken into consid- 
eration if great accuracy is desired. 

In case of a long time security, this 
may be considered as a negligible quan- 
tity, but in a transaction covering a large 
amount in short time notes having, say, 
4 months to run, it may be found neces- 
sary to reckon this loss of interest upon 
interest into the transaction. Supposing 
the face values of the note is $1,000. The 
interest (using the 360 day.table) at 
the end of 2 months—the note having 
4 months to run—is $11.67. There will, 
therefore, be a loss of interest upon 
$11.67 for 4 months, for not until then 
will this amount be refunded. Then 
comes the question at what rate of inter- 
es!. this loss shall be computed. We 
should judge that if a note were being 
sold on a 634 per cent. basis, that that 
was the prevailing rate of interest; but, 
for simplicity’s sake, we will call it 7 per 
cent. We lose, therefore, 7 per cent. for 
4 months, on $11.67, which (again using 
the 360 day table), is 27 cents. On a 
$100,000 transaction it would amount to 
27 dollars. 














Inside Information 


How the Professional Tipster, with impossible promises and persuasive argu~ 


ments, hypnotizes the public into giving up its dollars 


F all the schemes on earth nothing 
QO can touch this Information Bu- 
reau gag—it’s got  wild-cat 
stocks, gold bricks and wire- 
tapping lashed to a whisper; for the 
stock schemer flourishes only in boom 
times; the gold brickster and the wire 
tapster must have a special brand of vic- 
tims (extra green and warranted noise- 
less) ; but this “Inside Information” en- 
terprise works every day and all the 
time through booms, panics and dol- 
drums. One of the great American 
dailies throws open its columns and 
the great American public throws 
down its cash in payment for the ads, 
the office layout and (in many cases) 
the riotous living expenses of these tips- 
ters. for what? 
“Information !” 
It proves out the old adage: “There is 
a sucker born every minute”; also that 
there are ten born looking for him. 
If the tipster’s victims were confined 
to small-fry novices with little money 
and no knowledge of Street conditions, 


there would be little occasion for com- 
ment. Such, however, is not the case. 
A while ago I was offered several thou- 
sand original letters from people who 
had enclosed therewith the actual cash 
for “Fudgeley’s Market Letters.” “All 
farmers?” say you? Not a bit of it. 
National Bank officials (on the bank’s 
stationery), lawyers, merchants, railroad 
officials and the embossed private letter- 
head class were well represented among 
the “come.on’s.” These letters were not 
to be sold but rented. Hence by the 
time they had been passed along to twen- 
ty or thirty concerns looking for E. Z. 
Mark, said Mark could probably divide 
his time wondering “where they got my 
name,” and watching the postman land- 
ing back-breaking bundles on his door- 
step. 

Accepting the fact that this evil does 
exist, let us peer behind the insidious 
newspaper ad at the methods and per- 
sonalities of a few of those who, in giant 
type, screech, “I am a Financial Moses— 
I am what I am because I am.” 
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Years ago there was a certain mercan- 
tile establishment whose meteoric career 
one day ended in a crash. The concern 
did not resume and its partners for a 
while passed out of the limelight. One 
Sunday an advertisement appeared of- 
fering for a weekly cash consideration 
of $5, a daily letter containing “Infalli- 
ble Inside Information.” The scheme 
was not new—others were working it, 
but the ad brought results, and was re- 
peated. In the course of time another 
letter was announced, under another 
name, and at double the price, and a 
third to meet the demand from those 
who were about down and out; this last 
edition was only $1 a week. 

Mr. “Moses” had an office with three 
entrances, in a building numbered on 
two streets, and by adapting both ad- 
dresses and the name of the building to 
his three fictitious names, he appeared 
in print as three distinct establishments 
a stock market trinity, in fact. With 
those who were onto his game he used to 
laugh at the credulity displayed by his 
subscribers. He based his predictions 
wholly on charts and had no reliable 
connections from which to obtain infor- 
mation. Armed with a copy of the Eve- 
ning Sun and his dope sheet it was a 
simple matter to grind out three letters, 
all more or less alike but equally worth- 
less. 

Take another case—that of an erratic 
foreigner who ran a certain “chiffonier” 
until recently. He made his reputation 
by calling the turn on one occasion. As 
is usual in Gotham, the wonder lasted 
nine days and discretionary accounts 
were offered him in large asparagus 
bunches. Then he went wrong, but (to 
quote his Herald ad) “at the request of 
a large number of my friends, I have 
opened a Bureau of Information,” etc., 
ad nauseam. In the height of the Bu- 
reau’s glory he had nearly 200 people 
giving up their coin like little men, every 
week, for an envelope full of neostyled 
rot. Once or twice he turned bear, to his 
great pecuniary loss. Subscribers fell 
away by the dozen; he shed great mental 
tears as he vowed “I vill never pe a 
pear again.” 





A friend of mine recently started in 
to acquire some of this bargain counter 
knowledge by addressing a letter to an 


Advance Information concern, asking: 
“What proof is there as to the soundness 
of your claims in the Herald- advertise- 
ments?” Following is the reply: 

“Dear Sir: I am sending you a 
copy of my last night’s letter and also 
one of to-night’s. What I say in the 
papers J] mean, and if you don’t be- 
lieve them don’t subscribe. I have 
been making a living out of this busi- 
ness too long to try and fool the pub- 
lic.” 

The first advisory letter read as fol- 
lows: 

“The reaction which started on 
Saturday was carried a little further 
to-day, the list breaking from two to 
three points, but I have always told 
you that you must look for such set- 
backs, for the longer they stayed 
away the more severe they would 
have been, but we have had only what 
was natural, and what one could ex- 
pect, and when you consider that we 
are Lonc or UNION at 102%, 
CopPpER 42, READING 72%, B. R. 
T. 33, etc., why should we have an 
occasion to worry, for I know that we 
will see prices on this present BULL 
MoveMENtT go higher than they 
have been in years past, and that is 
Goop INFORMATION. The _ whole 
cause of this break has _ been 
the heavy liquidation in Smelters, for 
I have just been told that 50,000 
shares have been liquidated, and that 
is the reason for the weakness in the 
rest of the list. Again, I say that, I 
consider stocks exceedingly low and 
cheap, and say that anyone who will 
pick them up at these prices will have 
a handsome profit within a short time, 
but when you consider that we have 
been through a Bear market for the 
past two years, it is only natural to ex- 
pect to see reactions of 2 to 3 points 
at times, but you must learn to ignore 
them, for you will see the list make 
new high levels every day when the 
real turn does come, and I consider 
it right at hand, so be guided by that 
advice, and if you are smart, you will 
buy some stocks at these prices, for I 
consider them cheap.” 

The second letter read: 

“T told you last night that I con- 

sidered stocks exceedingly low and 
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cheap, and to-day’s market has not 

caused me to change my mind, for 

I am told that Reapinc is being 

picked up on the break by the strong- 

est interests, and they also expect to 
see it touch 120 before 't strikes Par. 

Of course, as is always the rule when 

the market starts to sag for a few 

points, you will hear of all kinds of 
rumors, crop scares, houses about to 
suspend and all that sort of thing, but 

I tell you, if you will buy any of the 

active issues, and right at these prices, 

you are the one who will reap the 
profit, and I would not be so positive, 
were it not for the fact that I am get- 

ting this information from an A 1 

source, and from one who has been 

right at least 90% of the time. Pay 
no attention to any BEARISH ad- 
vices which you might be receiving 
or hearing, but stick strictly to the 

Lonc SpE OF THE MarKEt, and you 

will find that it will turn out correct.” 

These letters surely remind one of 
Moses and his “Thus saith the Lord.” 
The proof of his claim is, “What I say, 
I mean—If you don’t believe, don’t sub- 
scribe.” In other words, you're either a 
sucker or you’re wise—you take the 
hook or you don’t; it’s immaterial to 
him, as he is “making a living out of the 
business.” 

But the letters—those oracular mas- 
terpieces! It seems “we have had a re- 
action,” but, Pouf! What do we care 
if Union Pacific backs up from 130 to 
128 when “we are long at 102%”; for 
Moses not only put us in at the bottom, 
but kept us in all through the thirty 
point rise (at $10 a month). Moses 
also knows “we will see prices on this 
movement go higher than they have 
been in years past, and that is Good Jn- 
formation,” (!) (at $10 a month). 

Read between the lines of the next 
paragraph and you'll find that the Gug- 
genheim family has called a special con- 
ference for the purpose of whispering in 
the generous ear of Moses that 50,000 
shares of Smelters have just been liqui- 
dated. He is requested to inform his 
subscribers (at $10 a month), that this 
is “what’s the matter with the market.” 
With this information in hand (at $10 a 
month), the trader knows just what to 
do next, as, of course, success in the 


market lies in knowing what has hap- 
pened (at $10 a month). 

Next day there is a three-cornered 
conference between “Pip” Morgan, Ed- 
die Wassermann and Moses. “Pip” says 
to Moses, “I and Eddie are the strongest 
interests in Reading; we're buying it 
now—all we can get—and we're going to 
put it to 120 before we let it strike par. 
Now you, Moses, tell your people all 
about this in to-night’s letter (at $10 a 
month) ; thus they will be able to buy it 
now at 105 and sell it back to us at 11976 
all for the price of a subscription ($10 
a month). 

Ye Gods! What a cinch. 

A friend of mine who can put up a 
really good market letter—something of 
exceptional value to traders, yet unpre- 
tentious as to “inside information,” was 
approached by one of these fakirs with 
the following proposition: 

“Mr. X,” said he, addressing my 
friend. “You can write a great letter. 
I can’t write at all. Let’s join forces 
in this way—lI’ll hire an office nearby 
and pretend to have no connection with 
you ; you write two letters—one bull and 
one bear. Send out the one you think 
is likely to be nearest right and I’ll send 
out the other. If your letter is wrong 
and your subscriber drops off, turn him 
over to me. I'll show him how correct 
I’ve been and work him for a few months 
more.” 

My friend, being on the level, reached 
for the cuspidor wherewith to bump the 
fellow, but on looking up found the of- 
fice ex-fakir. 

One of the greatest grafts in this 
tipster’s game is the discretionary ac- 
count end of the business. Most of the 
oracles print at the top of their market 
letters, “No discretionary accounts ac- 
cepted. No connection with any broker- 
age house.” This is all a blind. If you 
doubt it, just write one of the Moses 
family, making this inquiry, but do not 
use your own name. Sign the letter 
with a name or initials which you have 
never used for any other purpose. He 
will send you sample letters showing how 
correct his forecasts have been, but 
should you request him to run a dis- 
cretionary account he will turn you 
down. In almost the same mail, how- 
ever, a letter from a confederate will 
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come along, offering to manage your 
account, and promising everything on 
earth. 

Anyone giving a discretionary account 
into the hands of such a person might 
just as well send his money on in a lump, 
without taking the trouble to give his 
name or address. Nothing will ever 
come back, so it is immaterial whether 
you tag the bundle or not. The “dis- 
cretionary end” of the business will 
either pocket the money and write the 
“good thing” a letter of explanation as 
to how it has been lost, or he will co- 
6perate with a broker of shady repu- 
tation; fictitious transactions will be put 
through, and the lamb will receive noth- 
ing but a few “losing tickets.” 

There are exceptions to this rule. As I 
write there is before me a communication 
from one brazened individual who prints 


at the top of his letter head, “No dis- 
cretionary accounts handled.” The body 
of the letter, however, signed in his own 
John Hancock, reads as follows: “In 
answer to your query about handling ac- 
counts, I beg to say, that I will be very 
glad to do so, as per circulars attached 
to this.” The attached circular gives 
the name of a brokerage house through 
which he operates these accounts. 

I note that one of the TicKer’s read- 
ers has said, “I think the District Attor- 
ney should interfere with these wreckers 
of fortune.” If the gentle reader will 
allow me a “think” I should say, that 
those who subscribe for such stuff and 
who entrust their money into such 
hands, should be given a through ticket 
to Bloomingdale Asylum. 

Moral—One born every minute. 

Ten born looking for him. 





Coming to Him All Right 

St. Peter—You were a Wall Street 
lamb, I believe? 

Meek Spirit—Yes, sir. 

“Well, here’s the best pair of wings 
in the establishment. You certainly are 
entitled to a good strong, upward move- 
ment.” —Life. 


You talk cf what I owe the people. 
What do I owe to the gelatine-spined 
shrimps? What have the saffron-blood- 
ed apes done for me or mine that I 
should halt any decisions to match their 
lightning-change ten-above-ten-below-ze- 
ro chameleon-hued loyalty ? 

The people! The very name has so 
sealed itself into my being, that, heeling 
its every appearance, of late, are myriads 
of fantastically appareled marionettes 
whose solemn graphophoning of “Our 
rights, our privileges,” whose bold front- 
ing of mirror shields and savage circling 
of candy swords, make me almost die a- 
laughing. The people, particularly the 
American people, are a joke—a System 
joke.—Thos. W’. Lawson in Everybody's. 


A Bumper Crop. 
SCALPER—“Seems to me, this exten- 
sive liquidation ought to bear good fruit 
later on.” 
MarGINNE—“Ought to? Good heav- 
ens, man, the lemon crop was harvested 
months ago.” 





The World honors the Sticker—never 
the Quitter. 





‘ 


Whatever may be thought of “specu- 
lation,” it is no different in its features 
when applied to stocks or produce from 
what it is as seen in the familiar forms 
of real estate transactions, life insur- 
ance or other kinds of dealings entering 
into the future. 





“The Story of Erie,” came to hand 
to-day and is certainly a very handsome 
volume. Thanks for your prompt atten- 
tion to my letter of last week. THE 
TIcKER is just what the speculator 
needs. 

Isaac C. MILLER. 





Of all sad words of tongue or pen, 
The saddest are: “I’ve flunked again.” 

















The Logic of Speculation 


By Alfred G. Bernheimer 


Of Ehrich, Hochstadter & Co. 


PECULATION, as applied to finan- 
4, cial hazard, is the process of 
gauging and comparing the ex- 

tent, first, of risk, and second of prospec- 
tive gain in a transaction, in order to 
profit thereby. This 
construction of the 
term, however, is 
not generally 
served by those im- 
pelled by a desire to 


ob- 


speculate. 
Speculation may 
be divided into 


two distinct classes: 
(1) That affected 
by chance only; (2) 
that in which there 
are a variety of fac- 
tors. 

In Class No. I we 
may take for exam- 
ple, the game of 
Rouge et Noir and 
the various forms 
of lottery. In this 
class the two ele- 
ments, risks and 
prospective gain, 
may be definitely 
determined by con- 
sidering the law of averages, and the 
successful application of this law de- 
pends only upon there being a sufficient 
number of operations. For instance, it is 
well known that in the game above men- 
tioned there is a certain percentage in fa- 
vor of the “House” and that in the long 
run this fact is demonstrated, although 
the disadvantage to the player may not 
be evidenced by a small number of oper- 
ations. 

Class No. 2 embraces the majority of 
forms of speculation. In these there are 
numerous influences acting and counter- 
acting, which call for discrimination and 








judgment on the part of the speculator. 
Betting on the races, and speculation in 
stocks may be cited as examples of this 
class. The iatter contains probably a 


greater number and variety of factors 
than any other 
form. 


As a further illus- 
tration of the di- 
verse characters of 
these two classes of 
speculation, we may 
observe the follow- 
ing: 

In the first class, 
the specaula- 
tor knows what his 
chances are, and 
nothing he can do 
will change the re- 
sult. In the second 
class, he cannot 
k n ow what his 
chances are, and 
whatever he may 
do will affect the re- 
sult, 

The object of the 
writer, therefore, is 
to consider only the 
latter case, that re- 
lating to Wall 
Street, after eliminating therefrom, influ- 
ences of lesser importance. 

Considerations in stock speculation are 
of two kinds: (1) STATISTICAL, and (2) 
PsycuHo.ocicaL. The former affects the 
security; the latter, the holder thereof. 
The former is of comparatively little im- 
portance to the speculator, as the great 
majority of our securities fluctuate in 
unison, without regard to individual 
merit. This is due to a large extent to 
the fact that the combined commitments 
of the speculative element are so exten- 
sive as to create a harmony of action be- 
tween different securities in the same 
market. It remains, then, but to con- 
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sider the psychological aspect, as the 
most potent of those mentioned. 

First of all, the marginal speculator 
should not place any credence in the idea 
that the fluctuations in a stock will be 
confined within limits which he may set. 
The greater the extent of the speculative 
element in a stock market, the greater 
is the liability of demonstrating the fal- 
lacy of such an idea. Such idea engen- 
ders a false feeling of security, subject- 
ing the operator to risks disproportionate 
to the anticipated profit, through the fail- 
ure to place loss limiting orders. 

The operator. should understand his 
own mind. This is even more important 
to him, than knowing the earning power 
of the corporation in which he may be 
interested. He should know at the out- 
set, just how much he is willing to risk, 
and this should be consistent with the 
prospective profit at that time appearing 
to him. Started on the wrong path by 
failing to observe this rule, and led on 
by the comparative attractiveness of the 
quotations, after a stock has “gone 
against him,” he replenishes his margin 
from time to time, until the amount at 
stake is out of all proportion to what he 
could have gained, or had any idea of 
gaining, in the beginning; and he finds 
himself in the only too familiar position 
of “trying to get some of his money 
back.” The operator in this predicament 
frequently carries securities for long pe- 
riods, at considerable loss, in the face of 
changes in general conditions, changes 
such as could not have been foreseen by 
him at the time of purchasing, and in 
view of which changed conditions he 
might not consider the securities cheap, 
even at the lower range of quotations. 

Here, then. lies the secret of most of 
the misfortune in stock speculation: One 
seldom becomes financially embarrassed 
through losing what he originally in- 
tended to risk, but by neglecting to limit 
himself to that risk. Where the ad- 
ditional risk is assumed, the prospective 
profit not only does not increase pro- 
portionately, but actually diminishes. 


And this fact is indicated by the great 
majority of such cases, the tendency be- 


ing either to liquidate at the extreme 
loss, or to sell on the recovery at lower 
prices than would have been realized by 
an original and equitable stop order. The 
fact that there are exceptional cases of 
transactions similar to that above men- 
tioned, eventually yielding profit, does 
not justify the giving of such large 
“odds” to win. 

Holding on in the face of an extensive 
loss, however, is sometimes justified, but 
only under the following conditions: 

First, Provided the purchase is not 
made during a period of financial infla- 
tion. 

Second, Provided the holder is able, 
and confident in his determination, to 
wait for a compensating profit. 

This is substantially the position of the 
speculative investor, who buys to hold, 
assuming the risk of an extreme decline, 
but who will sell only at a considerable 
advance. 

It is equally important for the specu- 
lator to know when to take profits. If 
he buys a stock at 75, believing it to be 
worth 150, it is of little moment whether 
his judgment be good or bad, should he 
be so constituted as to be unable to re- 
sist the temptation to “take profits when 
you see them.” Of course, he may be 
uncertain as to whether he is subject to 
this fault, but he can readily enlighten 
himself by referring to his “past per- 
formances,” and should he observe that 
he is one of the great many who take 
premature profits, he must consistently 
set a limit to his losses. 

The foregoing is intended to express 
a few important factors with which the 
speculator has to contend, and which ap- 
pear more or less distinctly to the cas- 
ual observer. It is, of course, not to be 
expected, that loss can be eliminated by 
adhering to a set of rules or principles, 
but each principle or rule which excludes 
some unequitable risk must have its ab- 
solute benefit in the final reckoning. The 
writer will feel satisfied if some of those 
who may read these lines, will believe 
with him in the predominating import- 
ance to the speculator of the Psycholog- 
ical, in Wall Street. 
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A young man having no experience in Wall 
street finds himself out of a position and 
spends his last nickel to ride downtown on a 
Broadway car for the purpose of answering 
an advertisement inserted by a Wall street 
house. An accident occurs in which a pas- 
senger, an old gentleman, is severely injured. 
The victim is carried into a drugstore, leav- 
ing behind him on the car seat an envelope 
containing six $1,000 bonds. The young man 
finds the package and makes an effort to ap- 
proach the injured man and return his prop- 
erty. He is prevented from doing so by a 
police officer who threatens him if he does not 
move on. He is angered by the officer’s atti- 
tude, and, thinking that he had better await 
developments, slips the package into his pocket 
and walks down Broadway, feeling that there 
may be a chance of a reward for returning the 
securities. With the bonds in his pocket he 
enters the broker’s office for the purpose of 
applying for a position. While waiting for 
the manager he falls into conversation with 
one Dilwinkle, who is trading in grain. Dil- 
winkle, one of those enthusiastic characters 
who knows just what is going to happen in 
the market, urges him to buy wheat. He knows 
nothing whatever of grain trading, but Dil- 
winkle figures it all out for him, insisting that 
he cannot lose. Acting upon the advice of 
Dilwinkle he opens an account with the brok- 
er, using the six $1,000 Bonds as margin, and 
proceeds to speculate in wheat. 


That night after dinner I found two 
items in the paper that interested me 
greatly. The first related to the accident. 
The old man’s name was Jason C. Wil- 
liams, and he resided at a number on 
East 34th street. His injury was not 
considered serious, and speedy recovery 
was looked for. I hoped with all my 
heart that he would get well, and my 
course of procedure in that event was 
fully decided upon. I meant to play the 
wheat market for just two days more, 
and then call at his residence and return 
the lost bonds. Furthermore, I said to 
myself, when he offered me the reward 


that might naturally be expected under 
those circumstances, I would surprise 
him by my generosity, and calmly waive 
it aside. Money would be no cbject to 
me, after a couple more days in the 
wheat market. 

The second item of interest was dis- 
played on the financial page of the Eve- 
ning Sun, and I quote it herewith in 
ull: 


Wheat showed unexpected strength to-day, 
and corn held firm in a dull market. The ad- 
vance in wheat to a point Ic. above yester- 
day’s close was directly attributable to frost 
reports from Argentina, which lacked con- 
clusive confirmation as to the extent of al- 
leged damage done. Further news will be of 
considerable importance in to-morrow’s mar- 
ket. Liverpool, London and Budapest all ad- 
vanced prices correspondingly, but .he trading 
was uncertain, and the export news was not 
more favorable. Selling was lively at the 
opening, but the market was a waiting one 
after the first hour. The discontinuance of 
bear selling did not help corn materially, al- 
though it reflected the improved tone of that 


product. There were reports of red winter 
wheat sold in round lots at tc. over Decem- 
ber, and of a car lot’s sale at 3c. over De- 


cember. Car lots at Minneapolis and Duluth 
were 682, as against 853 a year ago. 

As an example of the typical Chicago bear 
argument on corn, the following optimistic 
view of the corn crop, putting even the Gov- 


ernment’s figures up a bit higher, may be 
quoted : 

“The Government report indicates a corn 
crop of 2,320,000,000 bushels, and if the final 


report a —— concurs with its predeces- 
sors, the figures will not fall far short of 
2,500,000,000 bushels. We consider the re- 
port as an extremely bearish one, and believe 
that lower prices, especially for the May de- 
livery, are inevitable. There is considerable 
talk of a prospective squeeze in the Decem- 
ber delivery, owing to the present liberal ship- 
ments from Chicago. We doubt it very much. 
While some advance it not improbable after 
such a sharp decline, farmers will tike advan- 
tage of any rise to sell, for with a declining 
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and prospective lower live stock market there 
will be more profit in selling to the commer- 
cial interests than in feeding. Kansas City 
and St. Louis reflect the poor Southern de- 
mand as compared with the last two years, 
and those markets will not attract receipts this 
year as they did during that period. A con- 
tinuation of the present favorable weather 
will insure one of the largest crops of mer- 
chantable corn this country has ever raised. 
One thing to remember is that there are few- 
er holes to be filled up than last year.” 

Why anybody should buy wheat unJler 
those conditions was more than I| could 
make myself understand. I read the ar- 
ticle through again, and then I began to 
study it. Almost every line seemed to 
contain a warning, and the more | 
thought it over, the more determined | 
became to get out of my long wheat at 
the earliest possible moment. I went to 
bed, but I didn’t sleep. All I could do 
was to repeat over and over again certain 
paragraphs of that grain article, and each 
time they seemed to be more emphatic 
in their predictions of trouble for the 
wheat bull. 

The next morning I was on deck long 
before the market opened. Indeed, the 
office boy and I arrived together, and I 
had to wait for him to unlock the door. 
For twenty minutes I paced up and down 
the long traders’ room like a crazy man, 
and for want of something to occupy my 
mind helped the boy in his early morning 
duties of dusting the furniture and put- 
ting the room to rights. Then the first 
clerk arrived, and I at once handed him 
an order to close out my wheat at the 
opening of the market, and when I had 
made sure that these instructions would 
be carried out I took my departure. I 
was determined to remain away until 
after the opening, so as to avoid all influ- 
ences that might possibly cause me to 
change my mind. Up and down Broad- 
way I walked, for an hour. When, finally, 
the clock in Old Trinity’s spire indicated 
that the market had been open about ten 
minutes, I made my way once more to 
the offices of Wyngate & Stoute. There 
was a big crowd of men surging around 
the ticker, and they appeared to be great- 
ly excited, but I walked straight over to 
the order window. 

The clerk saw me coming, and handed 
out my report slip before I had time to 
ask for it. “You must have had a pretty 


good hunch on the market,” he said, look- 
ing at me in a funny sort of way. I 
glanced down at the paper in my hand, 
and read: 


SOLD 
100,000 December Wheat @ 8434 


“Why, what do you mean?” I asked. 

“She’s off, away off, this morning,” he 
replied. “And still going down. Don’t 
seem to be any support, at all. December 
opened at eighty-four and three-quarters 
seven-eighths split, and in the first ten 
minutes sold down to four, flat. You 
were pretty !ucky to get out at three- 
quarters.” 

Well, I should say so! I walked over 
and sat down, to figure out how the ac- 
count stood. The figures had shrunk a 
good deal, over night, but even so, they 
were not half bad. The fifty thousand - 
that was bought at 84% netted a profit 
of $250, and the other fifty, that was 
bought at 3%, cleaned up $187.50. This 
made a total gain of $437.50, but of 
course it was necessary to deduct from 
this the commission charge and also the 
two hundred cases I had blown in on the 
puts, in order to get at the net results. 
As I sat there, reflecting how easy it was 
to “read the market,” and wondering 
how anybody could figure it out that 
wheat was a purchase under existing 
circumstances, Dilwinkle came rushing 
over and plunked himself down on the 
seat at my side. To say that he was fran- 
tic would be putting it mildly. Decem- 
ber was now 8334, and “asked,” at that. 
It was a break, a wild and absolutely 
unreasonable break, he said, and there 
was no telling where it would‘stop. He 
was lamenting the fact that he had not 
purchased puts, as I had done. “Ah, 
my friend,” he said, “you were wise, you 
were very wise. Now you have nothing 
to fear. Wasn’t that a fine idea of mine, 
telling you about those puts?” 

Yes, I answered, it surely was. And 
then I added, with as much indifference 
as possible: “I got out of my wheat this 
morning at the opening.” 

Dilwinkle looked astonished. “No! 
You don’t tell me!” he cried. “Is it true?” 

I assured him that it was, and exhib- 
ited my report slip. He took in its mean- 
ing at one single hasty glance, and then 














exclaimed: “What made you do it? Tell 
me, what was it that put such a lucky 
idea into your head.” 

“Oh, I was looking over the financial 
news in the paper last night,” I replied, 
“and saw that the conditions were not 
favorable to advancing prices; so this 
morning I got out.” 


“And you still have your hundred 
puts? Of course,” he added, answering 
his own question. “Why, you will make 
a fortune on those puts alone, if we get a 
big break.” And if the market was as 
sick as Dilwinkle looked, I could see the 
fortune coming, all right. 

“Yes,” I said, “I still have those puts, 
and another hundred, beside.” 

“And another hundred? Two hundred 
puts, you have got?” 

“Yes, two hundred.” And then I ex- 
plained how I happened to get them. 

“Oh, my! Such a luckiness!” And 
Dilwinkle fairly groaned. “Why, if you 
was to drop a nickel out of the window, 
I bet you could go down on the sidewalk 
below and pick up a twenty dollar gold 
piece,” he declared. His admiration for 
my luck apparently knew no bounds. 

The excitement around the ticker was 
now at a higher pitch than ever, and we 
walked across the room to see what was 
doing. December was 8314. While we 
watched the tape the wheat quotations 
suddenly gave way to corn, and in an- 
other five minutes a big break in this 
cereal was in progress. Then came De- 
cember wheat, %, a quarter split, and 
then 83%, flat. Poor Dilwinkle! He 
was all but out, and left me to find a seat 
and figure up his losses. I waited by the 
ticker until I saw December quoted at 
83, and then rejoined him. Counting 
commissions, he was now out a couple of 
hundred dollars on his open trade, and 
the loss was growing bigger almost every 
minute. I felt awfully sorry for the little 
Dutchman, and as all of my own good 
fortune had come indirectly through him, 
I meant to do him a good turn. 

“Dilwinkle,” I said, “don’t you wish 
you had bought some puts at the same 
time I did?” 

“Do I wish it? What wouldn’t I give 
for those puts now? But what is the 
use? Puts like those in this break would 
be four cents from the market.” And he 
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added, with a sigh: “It’s too late, too 
late.” 

“No, it isn’t too late,” I told him. “If 
you want them, you can have ten of my 
puts, and welcome.” 

His eyes grew bright and his fat, round 


face lighted up in a flash of joy. “Do 
you really mean it, my friend?” 
Yes, I said, I really meant it. So he 


paid me the ten dollars, and we went to 
the order window and had the transfer 
made. He was the happiest Dutchman 
that ever took a flyer in Wall Street. 
In the meantime wheat had steadied 
some, but the improvement didn’t hold. 
The market gradually worked lower, in- 
terrupted by occasional rallies which, 
however, were not strong enough to give 
even the most enthusiastic bull any hope. 
It was a bear day and a bear market, 
and you could make nothing else out of 
it. In the last hour corn was raided vig- 
orously, and this started another fierce 
decline in wheat. When the last selling 
movement of the day started, December 
was 8314, having recovered from 82%, 
the low mark. It sold down immediately 
to that figure, but this time no buying 
appeared to check its fall, and it went 
through easily, to 4, 54, %, and then 
¥%-¥% split. At this point the covering of 
shorts gave some momentary strength, 
and a little rally to 54 ensued. But the 
bulls couldn’t hold it. In fact, there 
didn’t seem to be any bulls. The only 
buying, apparently, was for short ac- 
count, and again December reeled and 
fell, fell to 34, then %4, and %, and now 
82 flat. There were no longer any split 
quotations. Traders were not haggling 
over small fractions. Stop-loss orders 
had been reached, and the volume of 
sales was increasing every moment. 
Early in the day 82 had seemed an utterly 
impossible quotation ; now the market ap- 
peared entirely demoralized, and predic- 
tions were freely made around the ticker 
that “December would see 81” before the 
close, while some declared there was no 
bottom to the market at all, and that it 
was quite as likely to break even below 


There was a breathing spell at 82, fol- 
lowed by a rally to %, and then once 
again all support seemed to have given 
way. 


The pressure of the wheat that 
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was thrown onto the market fairly 
crushed it, and December broke through 
fraction after fraction without even a 
suggestion of a rally, until it stood at 
813%. Then it recovered to 4, and there 
were a lot of sales at that point; but the 
trend was downward, and nothing could 
check it. Again December was %, then 
%, \%&, and 8&1 flat! As I looked at the 
tape I could not help feeling the power 
of the market, as well as its utter uncer- 
tainty. Only a moment before 81 seemed 
very far away; now it was a reality, and 
even the men who had predicted it were 
surprised and astonished. In truth, it 
looked as if it would go to 80 before the 
close, but in these last few moments the 
profit-taking purchases lent support, and 
the final quotation for December stood at 
8144-%, split. ' 

The next morning the market opened 
up a quarter of a point, but in less than 
an hour had again sold down to 81. It 
held around that figure until about noon, 
when a fresh break in corn imparted re- 
newed weakness to wheat, and December 
settled down into a steady decline which 
lowered the price to 80%. Here, under 
Dilwinkle’s instructions, I ordered my 
brokers to buy one hundred and ninety 
thousand bushels, and they did so, re- 
porting in about ten minutes that it was 
secured at an average price of 80%. 
Then, at the close, they “put” this wheat 
to the brokers who had sold me the puts 
on Monday, and so I was out of the mar- 
ket. 

I “put” the wheat—that is, I sold it— 
at 8334; and, after allowing for commis- 
sions, its purchase price stood me 80/%4— 
a net difference of two and one-quarter 
points. This amounted to $22.50 on each 
thousand bushels, so that on the whole 
one hundred and ninety thousand I 
cleaned up the snug sum of $4,275. To 
this I added $187.50, the net profit on the 
wheat I bought Monday and sold at the 
opening Tuesday, and deducted $200, the 
cost of the puts, and I found that there 
remained a net balance in cash of $4,- 
262.50. More than this, I had ten dol- 
lars in my pocket that Dilwinkle had paid 
me for the puts I let him have. Pretty 


fine, wasn’t it? In fact, the more I con- 
sidered it, the more certain I became that 
it was about time for me to wake up. 


Then I went to the manager, and told 
him I wanted the bonds. He seemed sur- 
prised at this, but I told him I did not in- 
tend to withdraw the account, but pre- 
ferred to work with a cash capital. I 
put the bonds in a big envelope, and then 
sat down and wrote a letter to Mr. Jason 
C. Williams. This was a change in my 
plans, but I was really too busy these 
days to bother taking them to him per- 
sonally. I was so tickled over my success 
in the market that I told him the whole 
blamed story, with some slight varia- 
tions; how I had found the bonds, and, 
not knowing his name or address, had 
used them as capital until such time as I 
did discover who their rightful owner 
might be. Then I told him of seeing his 
name and address in the paper, and how 
I had hit up the wheat market for four 
thousand. I wished him a speedy recov- 
ery, put the letter in the envelope with 
the bonds, took the whole business to the 
post-office and sent it by registered mail. 
The deal was finished, and I had an ac- 
count of more than four thousand dol- 
lars at my broker’s. 

Awfully lucky chap, don’t you think? 

The next morning I was on hand 
bright and early, sniffing around for an 
opportunity to make another killing. In 
about ten minutes the market would 
open, and I was just about to turn from 
the ticker and hunt up a nice, comfort- 
able seat when I noticed on the tape the 
word “LOST.” That was a new feature 
to me, and I naturally waited to see what 
was coming next. “SIX BONDS!” And 
then followed a perfect description of 
the documents I had only the night before 
forwarded through the mail including 
their respective numbers. 

Well, I said to myself, the old man has 
reported the matter, and is getting a 
move on; but I reflected that by this time 
he must have received mv letter, and 
therefore was no longer in suspense. I 
turned from the ticker, and as I did so 
one of the clerks in the office touched 
me on the shoulder. “The manager 
would like to see you in his office, at 
once,” he said, and I followed him into 
the inner room. There, on the manager’s 
desk, was a piece of tape, and I ob- 
served that it bore the notice regarding 
the lost bonds. 
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“We are very sorry,” he began, “to 
bring a matter of this nature to your at- 
tention but the numbers here correspond 
to those on the bonds which we delivered 
to you yesterday, and we consider that 
you owe us an explanation.” 

“Why, there isn’t much to explain,” I 
answered. “I found the bonds last Mon- 
day, and yesterday I forwarded them to 
Mr. J. C. Williams, on East 34th street, 
to whom they belong. I didn’t know 
who owned them, until I saw an account 
of the matter in Monday’s evening pa- 
per.” And then I related the story, just 
as I had told it in my letter to Mr. Wil- 
liams. 

“Well, this is decidedly irregular,” the 
manager said, “and I regret to inform 
you that until the matter has been fully 
investigated we can accept no further or- 
ders on your account,” or something to 
that effect, and I told him it was quite 
satisfactory to me. He would find upon 
full investigation, I assured him, that 
everything was perfectly straight. He 
said he would look into the matter at 
once, and I left the office, to call again 
that afternoon. 

I returned shortly after the market 
had closed, and was ushered immediately 
into the manager’s private office. He 
was quite cordial now, but still, I could 
see by the expression of his face that 
something unpleasant was coming. 

“T hope you won’t feel offended at my 
remarks this morning,” he said. “Since 
then we have gone into the details of this 
affair most thoroughly, and I found each 
of your statements borne out by the facts 
in the case. In my opinion you have act- 
ed in a thoroughly straightforward man- 
ner, and I would like nothing better than 


to retain your account on our books; but 
unfortunately, Mr. Williams takes a dif- 
ferent view of the matter. Since you 
were here this morning we have had a 
visit from his attorney, and your account 
has been attached. They take the posi- 
tion that all of the profits should go with 
the bonds, inasmuch as they were placed 
in jeopardy by your act in depositing 
them as security on your transactions in 
the speculative market. They have a let- 
ter from you, in which you state that the 
bonds were used for this purpose, and 
suit has already been entered against you 
and ourselves, jointly, to recover all 
profits accruing from said speculation. 
Notice to this effect was served on us less 
than an hour ago, and you will doubtless 
receive a similar notice to-day. Now, the 
question is, what will you do? Fight it?” 

Yes, that is the question. I didn’t de- 
cide it then, and it is still undecided. In 
the first place, I have no money to fight 
with and in the second place, it is the 
opinion of my broker’s lawyer that I 
stand no show. This view, however, I do 
not entertain ; but of course it is possible 
that I am prejudiced. As I look at it, I 
found the bonds on Monday, and re- 
turned them on Wednesday—and that’s 
all there is to it. What I did with them 
in the meantime is nobody’s business, ac- 
cording to my way of thinking. But the 
other side looks at it differently, and the 
question is: Who is right? 

Who is the rightful owner of the 
profits in my account with Wyngate & 
Stoute, amounting to $4,262.50? Does 
this money belong to the man who owned 
the bonds, or to the man who jeopardized 
the bonds in order to make the profits? 





[Tue Enp.] 


Prize Offer 


Five prominent lawyers were requested to give their opinions as to whom the profits on the above 


deal belong. 


Two of them admitted they were “stumped”; a third thought the money belonged to the owner 
of the bonds, but was not sure; the others preferred to see it tried out in Court before venturing an 


opinion. 


Now here is an opportunity for those who know “the Street” and the law. For each of the five 
best opinions (in one hundred words or less) we will present a year's subscription to the “Ticker” and 


a copy of “The Story of Erie”. 























Market Lectures 


By Rollo Tape 








II. The Machinery of Manipulation 


NE of the most mysterious phases 
O of Wall Street’s complex system 
is the actual machinery by which 
the manipulator is able to ad- 
vance or depress prices, to keep a stock 
steady, to unload or accumulate. Tom 
Lawson has described manipulation 
thus: “We dazzle something before 
their eyes, and cut the buttons off their 
coats.” Mr. Lawson knows something 
about both ends—the dazzling and the 
cutting. 

The existence of manipulation affords 
no good reason for abstinence from 
speculation on the ground that the lat- 
ter is a “rigged game.” Manipulation 
is more or less prevalent in every branch 
of trade, especially those dominated by 
the great industrial combinations. It is 
a part of the trader’s education to learn 
the methods employed—learn them so 
well that he can recognize them at sight, 
and make due allowance for them in his 
operations. 

Manipulation is conducted chiefly for 
the following purposes: 

Accumulation of stocks, 

Distribution of stocks. 


Let us suppose an individual oper- 
ator to*be possessed of facts which, 
when known, will probably lead the pub- 
lic to buy a certain stock at a figure ten 
points higher than its present market 
price; that the general market is com- 
paratively steady; that there is nothing 
in the general situation to cause uneasi- 
ness, 

His first move is to ascertain the 
technical position of the stock in the 
market, viz. ; 

1. What proportion of the issue is 
held by those in control of the property. 

2. How many shares stand on the 
company’s books in the name of perma- 
nent investors. 

The estimated number of shares 
speculatively held. This is known as the 
“floating supply.” 

He must also learn if other manipu- 
lative interests are at work or whether 
opposition is likely to develop from any 
quarter. 

If he has friends in the management 
a few discreet inquiries will place him 
in possession of the required knowledge. 
The “Street’s” holdings are shown by 
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the number of shares standing in brok- 
ers’ names; also, if the operator has af- 
filiation among the banks, by the amount 
held among them as collateral for loans. 

Assume that the company’s capital is 
$10,000,000, of which $2,500,000 is held 
by those in control, and $2,500,000 by 
investors; this leaves $5,000,000 or 50,- 
000 shares as floating supply—the ele- 
ment with which the operator has chiefly 
to deal. This, of course, is a small capi- 
tal as things go in Wall Street, but it 
will serve for an example. 

The specialist in the stock is called in 
conference and the important question 
asked of him: “How much X common 
is for sale between 20 and 30?” 

He replies: “Well, I have open orders 
on my books to sell about 5,000 shares ; 
possibly 5,000 to 6,000 more would come 
out on the way up—not more than that, 
as the bulk of it is held by people who 
bought when it was selling around 50 
and paying dividends.” 

“Has the liquidation been pretty thor- 
ough ?” 

“Very thorough, indeed. The low point 
on the last break was 15%, but the 
amount actually thrown over below 20 
was insignificant. The only stock you'll 
have to absorb on the way up to 30 (in 
case you wish to put it up) is that bought 
“for a turn” by speculators. A lot of 
these may cancel their orders when they 
see activity begin.” 

“How much,” asks the manipulator, 
“do you suppose would come out if I 
put it to 10?” 

“Possibly 5,000 shares of the public’s 
holdings, bought on margin at an aver- 
age of 25, but I wouldn’t be sure of 
this; you might lose stock.” 

“Thank you. I guess that is all I wish 
to know.” 

With this information the manipula- 
tor can form an idea of the opposing 
forces. His success depends primarily 
upon his ability to acquire a line suffi- 
ciently large to make the deal worth 
while. He must make his purchases at 
the lowest possible average price. It is, 
therefore, necessary, that other holders 
be induced or obliged to sell to him. Ob- 
viously if he were to start in at once and 
purchase his line at the market price, 
the large floor traders or the public 
might take hold and run it up § points 


before he could accumulate anything 
worth while and without their even 
knowing what was going on; for it 
should be understood that speculators 
follow activity and generally buy a stock 
that is rising for no other reason than 
“it’s going up.” 

Right here it may also be explained 
to certain misguided individuals, that the 
manipulator having decided to carry out 
the deal, does not run breathlessly to an 
“Information Bureau” and disclose his 
plans for the benefit of said bureau, 
and its deluded patrons—for from it; 
“be it not so,” etc., etc. Even the spe- 
cialist does not know what is to be done 
—he may think he knows, but thinks are 
the kind of stuff of which air castles are 
built. Why! The manipulator himself 
does not know at what moment some un- 
foreseen obstacle will make it impossible 
for him to go on with the deal. Herein 
lies the folly of inside information. If 
the captain of a ship is sailing under 
sealed orders, how can the man on the 
dock guess the ship’s destination and 
date of arrival? James R. Keene is 
quoted as saying: “Not more than three 
in five of my deals go through all right.” 
He can but act to the best of his knowl- 
edge, judgment and power with no posi- 
tive assurance as to ultimate success. 

To take up the thread of our story— 
our manipulator has decided to go ahead, 
having satisfied himself as to all neces- 
sary details. His first play is to accu- 
mulate—to purchase at minimum cost. 
So he strolls to the phone one day, calls 
up two or three of his brokers and says: 
“Have you heard anything about the X 
Company being pressed for money ?” 

“No,” calls back the broker. 

“See what you can find out about it 
and let me know quickly.” 

These inquiries reach the floor and in 
a few moments the question evolves into 
a rumor, a report, a certainty! Almost 
in a twinkling it becomes an accepted 
fact that the company is in difficulties. 
The phone, telegraph wire and cable 
make it known throughout two conti- 
nents. Coming out, as it does, just be- 
fore the market’s close, accompanied by 
great weakness in the stock, it is accept- 
ed as true. The evening papers report 
the subject at length with the usual 
“scareheads,” and in a few hours mil- 
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lions of people are discussing it. The 
stock which has ruled around 20, closed 
at 1534—the bottom eighth. 

Meanwhile what has our manipulator 
been doing? Before telephoning the ap- 
parently ingenuous questions above de- 
scribed, he has arranged for distribution 
among various brokers, the following 
buying orders, with instructions not to 
bid for the stock, but only to buy when 
offered, at or below these respective fig- 
ures: 


Broker No.. 1....Buy 500 X @ I9 
Broker No. 2....Buy 500 X @ 18% 
Broker No. 3....Buy 1000 X @ 18 
Broker No. 4....Buy 1000 X @ 17% 
Broker No. 5....Buy 1000 X @ 17 
Broker No. 6....Buy 1500 X @ 16% 
Broker No. 7....Buy 1500 X @ 16% 
Broker No. 8....Buy 2000 X @ 16% 
Broker No. 9....Buy 2500 X @ 16 
sroker No. 10....Buy 3000 X @ 15% 
Broker No. 11....Buy 3000 X @ 15% 


If any one broker had all these orders 
he might observe by the increasing 
amounts as the price neared 15%, ap- 
proximately, how low the stock was to 
be put. This danger of a leak is fore- 
stalled by using eleven different brokers 
on the buying side, also by not entering 
the orders until the price nears the pur- 
chase prices—a detail easily accomplish- 
ed by the aid of the manipulator’s ex- 
perienced and trustworthy order clerk. 

Having arranged his baskets to catch 
the plums as they drop, our friend pro- 
ceeds to shake the tree. He places orders 
to sell on stop as follows: 


a en 500 @ 19 
ker 500 @ 18 
ST Tctenadaddéaese unas 500 @ 17 
EE Is be dest eiscsecawes 500 @ 16 


As a stop order becomes a market order 
as soon as the price is reached, these lots 
will all be thrown over at the best ob- 
tainable bid as soon as they are “touched 
off.” Some of this stock may, of course, 
be offset by buying orders in the hands 
of the specialist or other brokers, but in 
a sharp raid of this kind, most people 
are frightened into cancelling or with- 
holding purchases. 

The manipulator counts upon liquida- 
tion by speculators, the majority of 
whom buy when a stock is strong and 
sell when weakness develops. On the 


stock’s last rise from the low point 
(15%) to 25, more outsiders bought 
above 20 than below. It is chiefly this 
class which he hopes to shake out. He 
furthermore depends for some assistance 
upon the big floor traders, who swarm 
into a stock when it grows active and 
go with the tide no matter which way— 
up or down. 

Having previously made allowance 
for all the above factors, he starts to 
pound the market by calling into his ser- 
vice two of the cleverest among his 
brokers (let us call them E. and F.). His 
instructions to them are: 

“Go into the X crowd and offer it 
down at every opportunity. Cut the 
market from under any one else who 
tries to sell, but don’t lose any more 
stock than you have to—not over 2,500 
shares in any event.” 

These two (unknown to each other) 
go to the X post and start the ball a- 
rolling. The last sale is 20. One of 
them offers “500 @ 193%.” The other 
“any part of a thousand @ %.” Floor 
traders are attracted and, seeing weak- 
ness develop, sell it short for their own 
account. The insidious inquiries already 
described, now reach the crowd and the 
selling increases. Thousands of traders 
about the tickers and boards in New 
York, Boston, Philadelphia, Chicago and 
other brokerage offices ask: “What’s the 
matter with X?” And the word flashes 
back: “Something wrong with the com- 
pany’s financial condition—possibly a re- 
ceivership pending.” 

Prospective buyers, with orders stand- 
ing to purchase at 19, 18, 17, etc., can- 
cel till they “know what’s doing.” Hold- 
ers of stock costing them 22, 23 and 25 
are called upon for margin and sell out 
rather than respond. Selling orders pour 
into the crowd, mostly in 100, 200 and 
500 share lots; the liquidation is heavy 
—urgent. Limited orders are reduced 
as the stock slides away, but sellers are 
not quick enough and finally, growing 
desperate, sell “at the market.” 

All the while the two “big sticks” keep 
pounding away, making prices always be- 
low every other fellow’s, emphasizing 
their offerings by such remarks as “it 
will sell at 5 within a week.” This word 
goes back to the offices, and in the last 
few minutes a flood of long stock pours 
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out and the price hits 1534 just as the 
gong sounds. 

When the smoke clears away and re- 
ports from his brokers are all in, our 
manipulator’s record shows as follows: 


Broker Bought Amount 
Te Bweves 500 @ 19 $9,500.00 
a ae 300 @ 18% 5,550.00 

200 @ 18% 3,075.00 
Me Bisecs 500 @ 18 9,000.00 

500 @ 17% 8,937.50 
2 Pere 1,000 @ 17% 17,500.00 
Me Beces 600 @ 17 10,200.00 

400 @ 16% 6,750.00 
Bem GQises. 1,500 @ 1634 25,125.00 
me. Bese 1,000 @ 16% 16,500.00 

500 @ 16% 8,187.50 
a Wesvce 2,000 @ 161% = 32,500.00 
a. 1,800 @ 16 28,800.00 

700 @ 157% si, 112.50 
er 2,000 @ 1534 31,500.00 
T’l bought. .13,500 costing 224,837.50 


Average gross purchase price, about 
165%. 


HIS SELLING BROKERS REPORT. 


Broker Sold Amount 
 ceeae 500 @ 19 9,500.00 
ar ocnat 500 @ 177% 8,937.50 
SS cesses 500 @ 17 8,500.00 
- eacae 500 @ 1534 7,875.00 
E .....2000 average 17% 34,500.00 
F «oeas 1500 @ 17% 26,250.00 

5500 95,562.50 


about 


Average selling price, 


17%. 


gross 


The net results would summarize 
Sought, 13,500 shares at a 

cost of 
Sold, 5,500 shares for 


95,502.50 


Net bought 8,000 shares 129,275.00 


Add commission %% on 
19,000 shares .......... 2.375.00 
Sales Tax on 5,500 shares. 110.00 
Net cost of 8,000 shares 131,760.00 
The average net cost of the 8,000 
shares is reduced by the sale of 5,500 


shares at a higher average price than the 
whole 13,000 shares cost. 

Here then is the advantage of manipu- 
lation. If he had bought from 20 up, 
he might have secured 8,000 shares at 
an average of 23, but the rise in the 
stock would have produced the opposite 
effect upon the public—they would have 
bought and “run the market up on him,” 
held on to their stock, and started ques- 
tions as to what was doing. The whole 
deal might have been thus spoiled. 

By the shaking out process he ac- 
quires 8,000 shares at a saving of 6% 
points—say over $50,000, and by keep- 
ing the stock depressed can add to his 
line until he has sufficient to satisfy his 
requirements. If during this time he 
can acquire 7,000 shares more below 20, 
he can emerge upon the second chapter 
of the deal (the marking up period) 
with the stock just where he first found 
it, and with many heretofore prospec- 
tive sellers out of his way. 

The marking up of the stock and the 
distribution of his holdings will appear 
in the following chapters. 











The Magazine as an Educator 


By Thomas Gibson 


LITTLE group of men, of 

A which the writer made one, 

were discussing the attitude 

of the so-called public toward 

speculative and investment matters a few 

days ago and in the course of the con- 

versation one gentleman, who is con- 

nected with a prominent stock exchange 

house, remarked on the growing astute- 
ness of small investors. 

“A few years ago,” he said, “the in- 
vestor of small means simply consulted 
his broker and made his commitments 
according to the recommendations of- 
fered. Now he asks for the annual re- 
ports; he asks questions which show 
perspicuity and understanding and he 
works on his own initiative. This would 
not be astonishing if it had appeared 
gradually but the education is more in 
the nature of a jump than as a result of 
evolution.” 

The view of the speaker was con- 
curred in by all his hearers and another 
gentleman offered an explanation by re- 
lating the following incident: “A short 
time ago,” he said, “I had occasion to 
visit a little town in Mississippi, the first 
time I have been out of the city in years. 
A dozen men, traveling men and local 
citizens, were sitting about the stove in 
the hotel parlor. Someone said some- 
thing about the rebate evil, and an 
earnest discussion followed. Every man 
in that gathering knew something of the 
question at issue, and all had something 
to say. Several men displayed a remark- 
able knowledge of the technical and gen- 
eral points of railroad rebating, and as 
they enlarged upon the subject every- 
body listened attentively. 

During a pause in the conversation 
an elderly traveling man spoke up: 

“It is remarkable,” he said, “how 
widespread education on topics of this 
kind has become. Every man of ordi- 
nary intelligence knows something about 
the tariff, the monetary question, the re- 
bate system, and the inflation of corpo- 
rate stocks. Twenty, or even ten years 


ago these things were matters to be un- 


derstood only by politicians or students 
of economics.” 

“A little man in a cap—a local store- 
keeper—rose and stood before the fire 
with his hands clasped behind him, and 
addressed the speaker. 

“It’s the magazines,” he said, “the 
newspapers help, but it’s mostly the 
magazines, You can’t pick up one of 
them nowadays but you'll find some arti- 
cle that explains a leading question of the 
hour. You start to read one of these 
articles with the idea that you won't 
be able to plough through it, and next 
thing you know you're hunting for more 
on the same subject. The magazines 
used to be story tellers, now they are 
school teachers.” 

There is a great deal in this—that the 
magazine of to-day has made plain to the 
public many questions heretofore shroud- 
ed in mystery is beyond cavil. Corpo- 
rate machines which appeared too intri- 
cate for the ordinary understanding have 
been taken apart and reconstructed be- 
fore the reader’s eyes, and the mystery 
disappeared. The best part of it is, the 
public is interested. With all due credit 
to the publishers of magazines and other 
periodicals, it must be admitted that they 
could not afford to print matter which is 
not attractive to the greatest number of 
readers. It is the demand for know- 
ledge on the part of the public, rather 
than any proselyting by the publishers, 
which has filled the magazines with the 
educational literature of to-day. 

The writer or statistician who goes 
forth to investigate the doings of a trust 
or a railroad, of social or political con- 
ditions, is the emissary, not of the edi- 
tor, but of the subscribers. The editor 
seeks out the best man and the best sub- 
ject, but always with the knowledge that 
he is giving the readers what they want; 
he knows he cannot force his wares down 
their throats. 

It is interesting to reflect upon the 
enormous scope of this influence for ad- 
vancement and correct understanding. 
Twenty leading magazines published in 
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the United States have a circulation of 
over 5,000,000 copies per month. This 
does not include technical publications, 
nor those devoted wholly to fiction. 

In the list considered, some pertinent 
subject of the day is carefully and au- 
thoritatively discussed in each issue. 
These articles are not subsidiary, they 
are the features. It is estimated that a 
magazine finds five readers, that means 
25,000,000 readers per month in the ag- 
gregate. Of course, due allowance must 
be made for the fact that many people 
take two or more magazines, some a 
dozen. This cuts down the actual total 
very materially, but it is still large. Also, 
I think the estimate of five readers is too 
small; it is based upon the size of fam- 
ilies, a rather insufficient criterion. Fol- 
low the fortunes of a single copy of a 
well-bound magazine, and you will be 
surprised at its long life between the 
printing press and destruction. How 
seldom we see one actually destroyed. 
The question of where they go is like 
that of the pins. I tried to follow one 
not long ago: It was brought home and 
read by three members of the family, 
two less than the claimed average; then 
it was loaned to the people in the flat be- 
low—only two of them but that made up 
the five. Then the servants got it, and a 
few days ago J saw my old friend (re- 
membered by a peculiarly attractive 
cover), in a hamper at the door, bound 
for a charity hospital. I wonder where 
it is now, 

And the list of twenty magazines is 
only a small part of the publications 
which carry something of educational 
value. Truly it is an age of wanting to 
know things. 

The amount of good which is certainly 
accomplished by this placing of vital 
questions before people in such a way as 
to make them like them is beyond con- 
ception. Scholars have repeatedly point- 
ed out the fact that good reading is much 
more satisfactory than poor or unprofit- 
able reading if once a habit is formed, 
but no one paid much attention to what 
the scholars said. Then, lo! along 
comes the modern magazine, prints an 
article or two of an educational nature, 
mixes it in with the stories, and the 
problem is solved. The reader begins 
the article listlessly, grows interested, 


finds that he can understand something 
that he considered beyond him, and calls 
for more. He has been entertained and 
also enlightened. And with great clev- 
erness the editor gives him dessert with 
meat, a few good stories and jokes, and 
some excellent pictures. The magazine 
teacher knows better than to cram his 
pupils. 

Time was, and not so very long ago 
either, when a great corporation would, 
by a little mathematical calculation, make 
its annual reports of progress so vol- 
uminous and involved that even the 
stockholders had not the faintest idea 
of what it was all about. But not now; 
some rude editor will call to him an ac- 
countant and say, “Analyze me this re- 
port,” and it is all over. 

A recent statement of our largest in- 
dustrial corporation was thus treated in 
a financial magazine, the editor pointing 
out that it was misleading, in that its 
gross sales included sales between sub- 
sidiary companies, which, of course, low- 
ered the apparent percentage of profit. 

The arraignment was reprinted by sev- 
eral leading papers and went unchal- 
lenged by the corporation in question. 

Ambiguity as a cloak for misleading 
statements or dishonest practices is los- 
ing its usefulness in this day of the mag- 
azine. 

In its judicial capacity the magazine is 
seldom unfair. There is no jug-handle 
judgment. The columns which attack 
the evil-doers are thrown open to his 
reply and we must take it on faith that 
his defense is received with the same re- 
spectful attention that is accorded to his 
indictment. Sometimes there is no good 
defense and the dignified silence of the 
man or men impeached may be mistaken 
for lofty indifference. 

And in the last analysis what does this 
class of education mean? It means 
that the intelligent people are slowly but 
surely arriving at a correct understand- 
ing of the operation of public utilities, 
dangers of municipal and political graft, 
swindling methods, individual accumula- 
tions of vast sums by unfair or dishonest 
methods, the basis of the nation’s money 
and tariff, fair comparison of our own 
institutions with those of older countries 
and so following. And this enlighten- 
ment is largely directed by the intelligent 
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American middle classes, men and wo- 
men who can understand clearly and 
judge calmly. And after all is said and 
done, they are the makers of good laws, 
the framers of just punitive or restrictive 
measures, the real shapers of the Na- 
tion’s destiny. The rascals in office, the 
thieves in corporations, and the dema- 
gogues in politics have more to fear from 
a correct understanding on the part of 
the middle classes, than from all the 
strikers, labor agitators, or anarchists 
in the world. 

All this has had a very distinct bear- 
ing on speculation and investment and 


the losses suffered by the general public 
have been smaller in our panic of 1907 
than ever before in a panic period. Edu- 
cation has supplanted “tips”; “informa- 
tion” which is not backed up by facts is 
ignored and people are beginning to un- 
derstand that they can understand if they 
will give a little time to study, and will 
insist on clean and simple methods in 
the reports of corporations. 

Personally, I hold no brief for the 
magazines but they are doing a good 
work in which they should be supported 
and encouraged. 





Some Good and New Anecdotes 


By 3 Arthur Joseph 


Joseph Cunningham (his intimate 
friends called him “Joe,” of course), 
was a first-class Jersey politician. Like 
many of his ilk, he was, at times, very 
hard up. On such occasions, it was sim- 
ply a case of having to get money, 
either from friends—or banks. He never 
negotiated an obligation that he did not 
purpose taking care of. I recall his go- 
ing into the Bank of the Republic one 
day, and having a heart-to-heart talk 
with President Knox. He framed up 
one of the best hard-luck stories ever 
told, and wound up by asking that his 
note for $500 be discounted. Mr. Knox 
could not see it that way. “Joe,” how- 
ever, was persistent. He related many 
a good story to emphasize his point, and 
at last the president sent for the note 
clerk, whispered to him, and after fif- 
teen minutes the bank official returned 
with $485.63, which Knox handed to 
Cunningham with the remark: 

“You will take care of this note at 
maturity, will you not?” 

“Why, certainly,” said Joe, in griev- 
ous tone of voice, “of course I shall— 
protest fees and everything!” 


At a recent Sheriff's panel dinner, 
which Mr. Andrew Carnegie attended, 
John McElroy was called upon to make 


a speech, but he protested that the best 
he could do was to relate a dream that 
he had had the previous night. He 
thought that he was dead—and—had 
gone to heaven (mark you, this was a 
dream). Mr. Andrew Carnegie was at 
the gate when he arrived there. St. 
Peter admitted them both. After awhile, 
the great iron-master returned to the 
Keeper of the Golden Key, and com- 
plained that he had not been provided 
with a halo. 

“That’s ali right,” said St. Peter, “we 
have arranged, Mr. Carnegie, to give 
you half a halo, but you will have to 
finance the other half, after the manner 
of your libraries on earth.” 


Returning after having assisted at the 
funeral of the late Sam Sloan, Mr. J. 
Pierpont Morgan remarked: 

“These burials of our friends are get- 
ting very numerous, very numerous.” 

“Yes,” replied the friend to whom the 
remark was addressed. “If we hold out 
much longer, we probably shall have 
but few to follow us.” 

Mr. Morgan put his hands in his 
pockets, rattled some silver coins, and 
retorted : 

“Well, I'll be damned if I’m going 
to hurry up on that account.” 














INQUIRIES 


What do you wish to know about trading or investing in securities or commodities? 

Is it something regarding opening an account, margins, commissions, stop orders or other 
kinds of orders? 

In fact, is there any point in connection with the science, methods or customs of the 
various markets which you would like to have elucidated? 

If so, write us questions briefly and they will be answered in this column or otherwise. 


If personal reply desired, enclose stamped envelope. 
OR OPINIONS UPON 


WE DO NOT GIVE ADVICE 
ABLE MARKET MOVEMENTS. 


Q.—I am thinking of opening an account 
with * * *. Is my choice of a broker a good 
one? When does the summer depression 
usually begin. What is meant by a 2-point 
stop order? 

Ans.—We consider your choice a good one. 

There is no summer depression. ‘The stock 
market is not like mercantile businesses ; its ac- 
tivity depends upon numerous conditions per- 
taining to money, finance, crops, general busi- 
ness, etc. 

A stop order is an order to sell when the 
market reaches a certain figure. For instance, 
if you bought 100 Steel at 30, and placed a 
two-point stop order on it, the broker would 
sell the stock at the market price as soon as 
the figure 28 was reached. 

The operation of stop orders was fully de- 
scribed on page 18 of the December Ticker. 
We will take an early opportunity of elaborat- 
ing on this explanation. 


Q.—Will you kindly inform me whether 
there is a Stock Exchange rule covering the 
following transaction: 

A specialist has an order to buy Steel at 
25. The stock sells below that figure, but he 


does not fill the order. 

Ans.—The Secretary of the New York 
Stock Exchange informs us that there is no 
rule regarding the liability of a specialist who 
has orders which he does not fill. 

There is a moral obligation in transactions 
of this sort, however, which is respected by 
practically every member of the New York 
Stock Exchange. The effect of this is, if 
a broker has your order to buy at a certain 
price, and the stock sells below that figure, 
he will “put the stock in” to you at your pur- 
chase price, 





Address Inquiry Department. 


SECURITIES OR PROB- 


Q.—I would like the name of a reliable firm 
dealing in mining stocks. Being totally inex- 
perienced, I answered the advertisement of O. 
F. Jonasson & Co. Through them I bought 
50 Goldfield Consolidated for cash, and later 
50 more, depositing the first certificate as col- 
lateral. I have since read of the arrest of 
one of this firm on the charge of selling stock 
belonging to a customer, and I am wondering 
how I am coming out. 

Ans.—It would seem advisable for you to 
close out the above trade and withdraw your 
cash balance as soon as possible. 

We prefer not to make recommendations of 
brokers who handle mining stocks and securi- 
ties of that class on margin. 

In the February Ticker there is a communi- 
cation on this subject which should interest 
you. 





Q.-—In the article on “Arbitraging” in your 
January number you mention St. Paul rights. 
and state that the cost of holdings in St. Paul 
stock may be reduced by buying rights. What 
are these rights? Is a certificate issued? Can 
the “35 per cent. paid” rights be bought on the 
open market, and will the holder thereof have 
regular full paid common stock when the bal- 
ance is paid? What length of time has the 
holder to complete payment ? 

Ans.—Rights on a stock represent simply 
the privilege to subscribe for new securities. 

In the case of St. Paul, the rights issued to 
stockholders were represented by warrants for 
the number of shares to which they were en- 
titled. The right to make such subscriptions 
terminated on December 31, 1906 (over a year 
ago). Holders of the warrants paid 15 per 
cent. June 1, 1907, and 20 per cent. December 
1, 1907. Dealings are now in the “35 per cent. 
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paid warrants,” and you will find them so 
quoted in the list of Stock Exchange trans- 
actions. The remaining 65 per cent. is pay- 
able as follows: 

20 per cent., June 1, 1908. 

20 per cent., December 1, 1908. 

15 per cent., March I, 1900. 

The company’s circular of December I, 1906, 
copy of which can be had by writing to 30 
Broad street, New York, gives these and other 
particulars. 

The above warrants are negotiable and can 
be bought and sold the same as a certificate of 


stock. Interest on instalments is allowed at 
the rate of 5 per cent. payable semi-annually, 
March and September 1st. On March 1, 1909, 


holders of full paid warrants must surrender 
them to the company for cancellation. In ex- 
change therefor they will be given regular cer- 
tificates of stock which thereafter will draw 
dividends. 

In calculating whether it will pay you 
to exchange your full paid stock for 35 per 
cent. warrants, you must allow for the inter- 
est at 5 per cent. credited you on the 35 per 
cent. paid, as against the 7 per cent. dividends 
which you would receive if you held the stock. 
At this writing you could sell your common 
stock at 112 and buy back. the 35 per cent. cer- 
tificates at 107. Or you could sell your pre- 
ferred stock at 142 and buy the warrants 35 
per cent. paid at 133. 





Q.—Must a “put” or “call” good for one 
day be operated before the close of the mar- 
ket on that day, or can the maker be made to 
settle at the closing price of the day it was 
good for, say, immediately after the close or 
early next day, if it shows profit? 

Can you tell me where I can secure the dates 
of the first listing of the principal stocks on 
the New York Stock Exchange? 

As a suggestion, I think a table giving earn- 
ings of the different leading railroads and in- 
dustrials listed on Exchange; also giving com- 
parisons, etc., thus giving a chance to figure 
out the latest values, something similar to 
your article “Bargain Days” in the December 
number, would be of great value as it would 
keep the investor and trader posted as to the 
latest intrinsic values of stocks. 

Ans.—A privilege good for one day must 
be either put or called before the close of the 
market on the day it expires. Usually the ex- 
act hour and minute is specified on the privi- 


lege. 
The Secretary of the New York Stock Ex- 
change can probably furnish you with dates 
of the first listings of the principal stocks on 
the New York Stock Exchange. 
We thank you for your suggestion. 





formality is re- 


Q.—Kindly advise what 
Must 


quired in collecting dividends on stocks. 


the certificates be forwarded to the general 
office, etc. ? 

Ans.—If you hold certificates for dividend- 
paying stocks, you had better forward them 
by express or registered mail (insured) for 
transfer to your name. 
name in full. 


Always give your first 
After certificate has been issued 


in your name checks for dividends will be 
mailed to you by the company on the day they 
are payable. 





Q.—Please send me a list of names of hous- 
es which are responsible, and are members of 
the N. Y. Stock Exchange; also of the Phila- 
delphia Consolidated Exchange. 

Ans.—We do not issue a list of names of 
responsible houses, but if you will correspond 
with * * *, members of the New York Stock 
Exchange, they will no doubt be glad to han- 
dle your orders. 

Regarding members of the Philadelphia 
Consolidated Exchange, you will have to ex- 
cuse us. 





Q.—Can you recommend any of the brokers 
who offer to loan money at 6 per cent. on 
mining stocks? 

Ans.—We cannot. The instability of this 
method was fully described in the February 
Ticker. Since that article was written, a cer- 
tain broker in lower Broadway has found him- 
self in trouble owing to the alleged conversion 
to his own use of 1,000 shares of stock on 
which he had loaned money. 





Q.—Please advise me another good financial 
paper or magazine in combination with the 
TicKEer; one from which I may study funda- 
mental statistics, as per your article, “Theory 
of Financial Statistics.” 

Ans.—The article on Financial Statistics has 
been embodied in a book entitled “Investment 
Bonds, What and When to Buy.” Copies are 
for sale at this office; price, postpaid, $2.00. 
The Wall Street Summary (a daily) will keep 
you well posted on essential statistics. Sam- 
ple copy free. 





Q.—What are the proper commissions 
chargeable by the New York Stock Exchange 


members on 100 shares of the following 
stocks : 
SSE LE A OTS Par $25 
REESE Pore eee oo) oa 
I ee i ae — 
Ans.—The Secretary of the New York 


Stock Exchange informs us that the commis- 
sion on the stocks you mention, is $12.50 per 
hundred shares. 





Q.—If I purchase stock on margin and a 
dividend is declared am I entitled to that divi- 
dend? 

Ans.—You are entitled to dividends on all 
stocks which you buy on margin provided you 

make your purchase before the books clos¢ 
for that dividend. (See page 43, February 





TICKER. ) 
Q.—Are there any places of instruction 
where one can attend personally and take 


a course of instruction in Investments, etc. ? 
Ans.—The Y. M. C. A. of New York offers 
a course of this kind. 

















Q.—Has the receiver of the bankrupt firm 
of Haight & Freese distributed a dividend? 
[f so, how much? Some time ago | gave a 
power of attorney to John A. Boardman, 
whose New York office is at the same place 
where the defunct firm used to do business. 
He seemed very anxious to collect and take 
care of my interests, but lately he has not 
answered my letters at all. Is he still in busi- 
ness? In case he has collected my pro rata 
share from the bankrupt firm is it necessary 
for me to employ a lawyer to make him settle 
with me? 

How long have Batopilas Mining and Balak- 
lala Copper been dealt in on the New York 
Stock Exchange, and how long on the curb? 
What is the highest they have ever sold? 


Ans.—A representative of John A. Board- 
man informs us as follows regarding the af- 
fairs of the defunct firm of Haight & Freese: 

At the time of the failure the liabilities were 
estimated at $250,000; assets were supposed 
to equal this. When the receiver was ap- 
pointed he sent out a notice, requesting all 
who had lost money through this concern to 
file their claims. Many people who had lost, 
but whose accounts showed no credit, filed 
their claims, hoping to get something. These 
claims amounted to probably $1,000,000. 

The case has been before the Federal Courts 
and is still dragging along. The receiver has 
about $75,000 cash. The courts have awarded 
him about $22,000 fees. 

If the $1,000,000 in claims are allowed, cred- 
itors will receive about four cents on the dol- 
lar. If they are not allowed creditors should 
receive about twenty cents on the dollar. 

It seems that John A. Boardman & Co. 
made an effort to represent those who had ac- 
tual claims against The Haight & Freese Com- 
pany, and now hold powers of attorney on 500 
claims. It is averred by Boardman & Com- 
pany that the creditors having claims have 
been represented before the referee, and that 
the claims are now being proved. 

Boardman & Co. are still in business. There 
is no necessity for your employing a lawyer 
at present. 

We have no official record as to the dates 
of listings on the curb. Batopilas Mining was 
listed on the New York stock Exchange, May, 
1907, at which time it sold at 9%—the high- 
est. 

Balaklala was listed in August, 1907, 
sold in that month at 634—its highest. 

We cannot give opinions on particular se- 
curities, but if you desire information as to the 
technicalities of speculation and investment, 
methods used, etc., we shall be elad to an- 
swer your questions to the best of our knowl- 
edge. 


and 





H. M. H., 359 Lexington avenue.—Will you 
kindly give us your complete address? In 
asking for the name of a reliable brokerage 
house you failed to state the name of the city 
in which you reside. 





Q.—Referring to the deal in Atchison Con- 
vertible 4’s suggested in the article on “Con- 
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vertible Bonds” in your January number, can 
I make this deal on a marginal basis, that is, 
buying $10,000 Bonds selling now around 89, 
on a margin of $1,000, then, on rallies, selling 
stock short in 30-share lots, and averaging, if 
it goes higher, say every 2 to 4 points, scalp- 
ing out profits on declines and not selling 
more than 100 shares of stock altogether? 


Ans.—You can handle this on a margina) 
basis, but you should not start trading until 
the stock and the Convertible 4’s are selling 
at or within, say, one per cent. of parity. If 
you bought the Convertibles now at 89 and 
sold the stock short at present prices, viz., 72, 
you would have no protection against loss; 
both, bonds and stocks might rise to 110, at 
which figure you would have 17 points loss if 
you closed the trade. Wait until bonds and 
stock are at practically the same figure, then 
go short the full 100 shares of stock. We do 
not see how you can operate with safety other- 
wise. Your 30-share lot plan is not a good 
one. It puts you in too speculative a position 
After getting short o1 30 or 60 shares in this 
way, both stock and bonds might have a big 
decline, and your possible profits would be re- 
duced or entirely wiped out because you did 
not have enough stock short to offset your 
long bonds. 


Q.—Will you kindly tell me how I can ob- 
tain a thorough knowledge of investment, 
speculation, etc.? I am now speculating in a 
small way, and am anxious to thoroughly fa- 
miliarize myself with everything pertaining to 
it. I am fully aware of the fact that experi- 
ence is the greatest teacher, but I know a 
great deal can be learned by study if one 
knows how to go about it. 


Ans.—We should advise you to obtain cop 
ies of the following books described elsewhere 
in the magazine: 

Money and Investments. 

A B C of Stock Speculation. 

Investment Stocks, What and When to Buy 

Pitfalls of Speculation. 

The latter book is a sort of dictionary which 
explains all the terms used in finance and the 
markets. 

For a daily paper we would advise the Wall 
Street Summary or the Wall Street Journal. 
Also take twelve or more doses of the Tick- 
ER, thirty days apart. 





Q.—If I request a member of the New York 
Stock Exchange to purchase stock for me in 
Boston, will his commission be any more 
than ™%? 

Ans.—If your broker is a member of the 
Boston Stock Exchange he will charge you the 
regular Boston Stock Exchange commission. 
If he is not a member of that Exchange, but 
is a member of the New York Stock Ex- 
change, he will, as a rule, charge you the Bos- 
ton Stock Exchange commission, plus his reg- 
ular commission of one-eighth. For this rea- 
son it is more economical for you, when deal- 
ing in Boston stocks, to place your order with 
a house represented on that Exchange. 





Q.—What book will give me a thorough in- 
sight into marginal trading? What surety 
would a person have that a Stock Exchange 
firm handling his business would not close its 
doors and fail at any moment? Could I buy 
100 shares of stock on margin with the expec- 
tation of holding it for a year or two, and 
would it be carried on margin for this length 
of time at 6 per cent. Would I receive divi- 
dends as though I actually owned the stock? 

Ans.—Nelson’s A B C of Stock Speculation 
is very good, as is also the “Pitfalls of Specu- 
lation,” and some other books which we men- 
tion in the February number of the Ticker. 
We can supply these or any other books which 
you may desire. 

A person dealing with a Stock Exchange 
house has no assurance that it will not close 
its doors, but if you deal with responsible firms 
of high standing there is very little risk in 
this connection. You understand that a Stock 
Exchange house is an entirely different propo- 
sition from a bucket shop. The latter class of 
concerns “lay down” when the pace gets too 
hot for them. What you lose in a bucket shop 
the house stands to win. That is why failures 
are frequent in a bull market. 

Legitimate houses carry their stocks in loans 
at a bank. You can do the same thing if you 
prefer. Ask your bank cashier, and he will 
explain that you can carry stock with a bank 
on a margin of, say, 20 per cent. of its value. 
That is, if you are carrying $10,000 worth of 
stock you would have to put up $12,000 as col- 
lateral. A broker would perhaps make better 
terms than this, but both the bank and the 
broker would call upon you for additional 
margin in case your security depreciated in 
value. 

It makes no difference how long you wish 
to carry a stock, but your interest rates would 
depend upon the current rates for money, 
whether you carried them at your bank or 
with a brokerage house, unless you make a 
loan for a specified period at a fixed rate. 

Dividends would always be collected and 
credited to your account; when you buy stocks 
on margin you practically own them, but are 
borrowing part of their cost, just as you would 
put a mortgage on a house. 

We suggest that you purchase a copy of 
Money and Investments by Montgomery Rol- 
lins, which explains all these methods and 
terms fully. This can be procured from the 
Southgate Book Company, 85 Broad street, 
Boston, Mass. 





Q.—Do you consider a margin of $10 per 
share a safe one to operate on? To begin 
with, would you suggest a low-priced stock 
such as Steel Common, or a higher-priced 
stock like Reading? I have no experience 
whatever in buying or selling stocks. Can 
any money be made in “dickering” in a small 
way, say on 10-share lots? 

Ans.—In some cases 10 points are sufficient, 
but these are very few. For example, if Steel 
common is selling around 20, having. had a 
30-point break, and all unfavorable news 


seems to be “out,” the stock might be bought 
on a 10-point margin. 


As for trading in 
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stocks like Amalgamated, Union Pacific, and 
other active issues on a 10-point margin, with 
nothing behind it, and without the use of stop 
orders, we should consider this a form of 
financial suicide. Look over fluctuations for 
the past couple of years, and you will find 
swings of from 30 to 200 points. What chance 
would you have stood had you been trading on 
the long side of such a market on a I0-point 
margin? If, however, you are bound to trade 
on a 10-point margin, select something selling 
around 20. Thus you will be margined to 50 
per cent. of your conimitment. 

The amount of stock in which you trade 
has no bearing on your ultimate success or 
failure, unless you undertake too much for 
your capital. Money can be made by careful 
study of stock market methods, and the value 
and earnings of the securities dealt in. To 
this must be added considerable experience 
and a few hard knocks. Better buy some of 
the low-priced stocks, and buy them outright, 
even if it is only a few shares, rather than 
commence by trading on margin. Read the 
Ticker faithfully and you will soon get a line 
on the essentials. 





Q.—What is meant by London settlement? 

Ans.—Transactions in London are settled 
for every fortnight on the days set by the 
London Stock Exchange Committee. 





Q.—How do you find the New York equiva- 
lent of London Stock Exchange prices? 

Ans.—A short-cut method of figuring the 
New York equivalent of London prices is as 
follows: Take the figure 500 as representing 
$5 to the pound, and deduct from it the cur- 
rent rate of exchange. If this is $4.90 the dif- 
ference will be 10, equal to 2 per cent. of 500. 
lf the exchange rate is $4.87% the difference 
would be 12%, equal to 242 per cent. of 500, 
etc. For example: To find the New York 
equivalent of the London price of 130 for St. 
Paul, with the exchange rate at $4.87%, you 
simply calculate 2% per cent. of 130, which 
amounts to 34%. Deduct this from 130, and 
you have the New York equivalent, which is 
126%. 


Q.—On January 16th I placed ‘with a Con- 
solidated Stock Exchange House an order to 
buy (good until canceled) 10 C. & O. at 31. 
Next day the papers reported sales on the 
Consolidated at 305 and on the New York 
Stock Exchange at 3034. My broker reports 
that he could not buy the stock for me, as 
none was offered at my price. Do you think I 
was treated fairly in this transaction? 

Ans.—If sales took place, as you state, your 
broker is morally bound to give you a report 
of purchase at 31 or better. We believe you 
are entitled to this and should insist upon it, 
provided, of course, you are certain of the 
facts in the premises. 

An article entitled “The Execution of Or- 
ders” in the January Ticker explains this 
point clearly. 
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Q.—How do you distinguish short selling 
from liquidation? 

Ans.—It is impossible to distinguish this 
from the tape. The best way is to ascertain 
through your broker who the principal sellers 
are. That is, whether they are large floor 
traders, commission houses, or brokers operat- 
:ng for the more important financial interests. 
Commission house business as a rule does not 
represent short selling, as 95 per cent. of those 
dealing through such establishments operate 
on the long side. The heaviest short selling 
in the majority of cases is done by the larger 
floor traders, some of whom swing lines of 
from 50,000 to 100,000 shares. Oftimes these 
traders are used by the various cliques in or- 
der to give the transactions the appearance of 
short selling. To come right down to brass 
tacks on the subject, it is almost impossible 
to differentiate with any degree of certainty. 





R. H. C.—We are sorry that you disagree 
with us regarding sample copies. The fact 
that other publishers give free sample copies 
is no reason why we should. The majority 
of magazines are built for entertainment pur- 
poses. The Ticker is designed as an aid and 
instruction book for money-makers. The oth- 
ers which you mention as containing financial 
columns and giving free samples, are valuable 
in some ways; they tell the public “all but——” 
The Ticker furnishes the “but.” 

Newsdealers tell us we would sell more 
copies if we charged ten cents. It seems to 
us if one has not sufficient interest in the mar- 
ket to warrant the expenditure of twenty-five 
cents for some new ideas which may make 
thousands of dollars for him, it would be best 
that he keep his talent carefully wrapped in 
a napkin. 





X.—Replying to your inquiry, the regular 
New York Stock Exchange commission for 
buying single shares of stock is one-eighth of 
one per cent. on the par value. In case of 
stocks of $100 par value this commission is 
equal to 12% cents per share. This commis- 
sion is fixed by the New York Stock Ex- 
change, and no member of that institution can 
charge less. They can, however, charge more 
if they choose. Many houses figure that they 
cannot afford to handie any transaction for 
less than $1 or $1.25, and base their charges 
on lots of less than to shares accordingly. 

John A. Boardman & Company are not 
members of the New York Stock Exchange. 
They are members of the Consolidated Stock 
Exchange of Philadelphia. It is claimed by 
some that this firm succeeded the business of 
the Haight & Freese Company, which went 
into bankruptcy some months ago. We prefer 
not to give an opinion on houses represented 
on the last mentioned exchange. 





E. B. B.—Your address, 140 W. 16th street, 
New York City, was evidently not correctly 
given. We wrote you there and our letter 
was returned. 


Mark Twain knows that “it pays to 
advertise.” At a recent dinner he said: 

“When I was editing The Virginia 
City Enterprise, writing copy one day 
and mining the next, I tried in many 
ways to drive home the fact that adver- 
tisings pays. One day I received a letter 
from a subscriber saying that he had 
found a spider pressed between the pages 
of his paper. He wanted to know 
whether this signified good or bad luck. 
I replied to him through our ‘Answers 
to Correspondents’ column as follows: 

“*Old Subscriber—The finding of a 
spider in your copy of the Enterprise was 
neither good luck nor bad. The spider 
was merely looking over our pages to 
find out what merchant was not adver- 
tising in them, so that he could spin his 
web across his door and lead a free and 
undisturbed existence forever after.’” 


It’s awful, this having Money on the 
Mind—I’m Iesing sleep. Sometimes in 
demi-dreams I seem to see a great ticker- 
tape, writhing snakelike around the 
room, ticking off quotaticns from the 
buttons on the end of its tail. Dimly 
in the distance I seem to see Wall Street, 
like a golden ‘ane, where angels are shov- 
eling bullion into airships and bearing it 
away to the Islands of the Blest. Over- 
come by the beauty of the vision, I rise 
from my pillow and murmur, “Wall 
Street, do you want me?” 

And, for reply, there rises from the 
Stock Exchange a roar as of many 
voices, crying from afar off: 


“COME ON!!!” 
—Sat. Eve. Post. 
Get Wise 


Of all punk guff inspired by gall, 

De limit is this, “I know it all.” 

De yap what springs it always is 

A dead one in his line o’ biz. 

His nut is swelled; his brain is shrunk; 
His trolley’s broke ; his talk is bunk; 

He may be bss, but you c’n bet 

He'll finish in de junk heap yet. 

An’ that’s no dream. Take it from me, 
He’s got his number—23. 

The way they plays th’ game to-day 

It’s Mr. Wizeguy draws the pay. 
No swell head goes. Th’ guys what rise 
Is them as hustles to get wise. 
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New Publications 


Comments of the Latest Books Relating to Finance and the Markets 


STATISTICAL TABLES 1008 EpiTION. 
Pocket Size.) 

Spencer Trask & Co. announce publication 
of the 1908 edition of their “Statistical Ta- 
bles.” In accordance with the custom of this 
firm for the past twenty-five years, copies of 
the booklet are distributed to investors upon 
application, free of cost. 

The current edition comprises 84 pages and 
is replete with information relating to Amer- 
ican Railroad and Industrial Companies. to- 
gether with details covering practically all of 
the securities dealt in upon the New York 
Stock Exchange, and including a fund of in- 
formation not otherwise readily obtainable 
by the individual investor. 

The booklet shows the amount of bonds out- 
standing, rate of interest, interest dates, the 
number of miles upon which the bonds are a 
lien, high, low and last price in 1907, and the 
approximate yield; also the average mileage 
operated, capitalization, dividends and dates 
of payments, gross and net earnings, fixed 
charges, the range of stocks for 1907, etc. The 
same records are given as applied to Street 
Railway, Electric Light and Industrial Com- 
panies. 

It furthermore explains just what stocks are 
cumulative or non-cumulative as to dividends, 
the amount of dividends to which preferred 
stocks are entitled, and whether or not they 
are also preferred as to assets. 





I Have a Littte Money: Wuat Suna I 
Do Wirth Ir? By W. E. Davis, Jr. This 
book goes into elementary questions on Invest- 
ments, and explains them in such a way that 
the man without even a slight knowledge of 
bonds, etc., can obtain a clear understanding 
of the essential points relating thereto. Some 
of the questions answered in this book are: 
How can I salt my money down and still not 
tie it up? What is a bond? How are bonds 
prepared for market? Where does the banker 
get three or four per cent. to pay on my de- 
posits? The advantages of bonds over real 
estate mortgages. How can I be assured that 
a bond is safe? etc. It is a book which will 


well repay the reader even if he thinks he 
“knows it all” about investments. 





SHort Sates oF Securities THROUGH A 
Stock Broker, by Eliot Norton, of the New 
York Bar. (John McBride Company.) This 
is a brief treatise on the legal status of short 
sales of securities. It is of extreme value to 
stock brokers, lawyers, and others interested 
in the technicalities involved in such trans- 
actions. It defines the legal nature of an 
order, the legal effect of the acceptance and 
execution of an order, and many other points 
relating to notification, commission, delivery, 
etc. It also contains a complete list of refer- 
ences on the subject. 





Tue Future or Copper, AND THE Gotp AcE. 
A pamphlet by John J. Cushing Mining At- 
torney, New York. In this pamphlet Mr. 
Cushing furnishes some sound opinions on 
the subject of copper and gold production. He 
predicts a period of expansion in the output 
of both metals, and gives his idea of the rem- 
edy for existing financial ills. This, he claims, 
is a renewal of activity in the search for, ex- 
ploration and working of gold mines. He ad- 
vocates the establishment of Government As- 
say offices, and experimental treatment plants 
in every mining state, on the ground that the 
production of gold is a most vital economic 
question. 





INVESTMENTS—WHAT AND WHEN To Buy. 
By Roger W. Babson. In a previous number 
of the Ticker Mr. Babson described the The- 
ory of Financial Statistics. The article at- 
tracted such attention, and led to so many in- 
quiries, that he has embodied his ideas in the 
above described book, the pivotal point ot 
which is contained in the chapter entitled 
Profit Possibilities. Here Mr. Babson in ac- 
tual figures shows how $2,500 capital could 
have doubled itself five hundred times by in- 
vestment in the most conservative stocks on 
the plan suggested and operated by some of 
the ‘greatest foreign banking houses. 




















A list of Up- -to-Date Booklets, Circulars, Special Letters, Ete. “9 
issued by Prominent Houses and Institutions. If You Desire Copies, 


Write These Parties Direct, Mentioning the TICKER. 
 ncamaa and Brokers who issue matter of this kind are requested 
to inform us 


STOCKS 


Benton’s Railroad and Industrial Guide (Monthly), 
Any first-class brokerage house. 
Conservative Speculation, 
Waterman, Anthony & Co., 67 Exchange Pl. N. Y. 
Dividend Coppers, Giving “— roximate ro of Future Earnings. 
Hayden, Stone & Co., 25 Broad St., 
N. Y., Ontario & Western—Special Sond 
Chas. Fairchild & Co., 29 Wall St., N. Y 
Copper Stocks—Weekly Letter. 
Hayden, Stone & Co., 25 Broad St., N. Y. 
Railroad and Industrial Stocks, 
Alfred Mestre & Co., 52 Broadway, N. Y. 
Utah Copper—Special Letter, 
Hayden, Stone & Co., 25 Broad St., N. Y 
Forecast for 1908, 
Thomas Gibson, 329 Corn Exchange Bank Bldg., N. Y. 
Weekly Market Letter, 
Carpenter, Baggot & Co., 21 William St., N. Y. 
List’of Representative Stocks and Bonds Showing Yield, etc. 
Clement & Smith, 1 Nassau St., N. Y. 
List of Desirable Dividend-paying Railroad Stocks and Bonds, 
Alfred Mestre & Co., 52 Broadway, N. Y. 
Special Letter on American Car and Foundry. 
Chas. Fairchild & Co., 29 Wall St., N. Y. 
Special Letter on Toledo, St. Louis & Western Railway Co. 
Ball & Whicher, 111 B’way, N. Y. 


Tabulated Income List of R. R. and Ind. Stocks, 
Ball & Whicher, 111 Broadway, N. Y 


Daily Market Letter, 
Chas. Fairchild & Co., 29 Wall St., N. Y. 
J. M. Fiske & Co., 42 Broadway, 'N. Y. 
Ball & Whicher, 111 Broadway. N. Y. 
Grannis & Lawrence, 10 Wall St., N. Y 


Mention Tue Ticker when requesting any of the above. 
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R. R. and Ind. Stocks, Showing Margin of Safety. . 
(Sent to nearby parties only.) 


W. E. Hutton & Co., 1st Nat. Bank Bldg., Cincinnati, O. 


Weekly Market Review, 
J. S. Bache & Co., 42 Broadway, N. Y. 
Shoemaker, Bates & Co., 37 Wall St., N. Y. 

Suggestions for Investment Purchases. Correspondence invited. 
Tracy & Co.—Nearest office. See back cover. 


Puts and Calls—Booklet and Circular, 
Wm. H. Herbst, 20 Broad St., N. Y. 


INVESTMENTS 


Statistical Tables (Pocket Edition), No. 513, 
Spencer Trask & Co., Pine and William Sts., N. Y. 
U. S. Government Standard on Bonds and Security for Public Deposits, 
Knauth, Nachod & Kuhne, 15 William St., N. Y. 
High Grade Bond List, No. 48, 
Swartwout & Appenzellar, 40 Pine St., N. Y. 
Knowledge of Investments, A Booklet, 
Spencer Trask & Company, Pine and William Sts., N. Y. 
Bonds of Large and Small Denominations, 
Fuller & Co., 40 Wall St., N. Y. 
me & Public Utility Bonds, 
P. W. Brooks & Co., 115 Broadway, N. Y. 
Equipment Bonds & Car Trusts—Complete List, 
Swartwout & Appenzellar, 40 Pine St., N. Y. 
Municipal, Railroad and Equipment Bonds, 
Rudolph Kleybolte & Co., 115 Broadway, N. Y. 
Short Term Notes, New Edition. High Grade Bond List. (Wall Card. 
Swartwout & Appenzellar, 44 Pine St., N. Y. 
Bond List, 
Alfred Mestre & Co., 52 B’way, N. Y. 
Kraus Bros. & Co., 24 Broad St., N. Y. 
Building Up a Clientele, 
W. E. Davis, Jr., 1 Nassau St., N. Y. 
Investment Banking, 
N. W. Harris & Co., Pine and William Sts., N. Y. 
Gulf & Ship Island R. R. 6% Bonds, Circular No. 805, 
Fisk & Robinson, 35 Cedar St., N. Y. 
Distillers’ Securities Co. Convertible 5’s, 
Chas. Fairchild & Co., 29 Wall St., N. Y. 
Investment Opportunities—Circular No. 513, 
Spencer Trask & Co., Pine and William Sts., N. Y. 
Investment Securities Yielding 5 to 6%%. Circular No. 510. 
Spencer Trask & Co., William and Pine St., N. Y. 
Union Pacific Convertible 4% Bonds, 
Sig. H. Rosenblatt & Co., 42 Broadway, N. Y. 
Short Term Notes and Collateral Trust Bonds. Circular No. 511. 
Spencer Trask & Co., William and Pine Sts., N. Y. 
R. R. Bonds in Groups—High Grade; Minimum Risk; Convertible; Semi-Speculative 
Spencer Trask & Co., William and Pine Sts., N. Y. Circular No. 512. 
New Jersey Securities 
Eisele & King, 757 Broad St., Newark, N. J. 
List of pepeeren Investments, 
J. H. Fertig, 20 Broad St., N. Y. 
“Little Governments,” A Booklet on Municipal, State, City and County Bonds, 
O’Connor & Kahler, 49 Wall St. 
“The Advantages of Bonds,” 
W. E. Davis, Jr., 1 Nassau St., N. Y. 
“The Organization of Modern Investments.” 
*. Davis, Jr., 1 Nassau St., N. Y. 
Mention Tue Ticker when requesting any of the above. 
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FINANCIAL LITERATURE. 


COTTON 


Wall Chart—Cotton Statistics for 10 Years, 
Craig & Jenks, 27 William St., N. Y. 


Methods of Cotton Trading, 
Hubbard Bros. & Co., Hanover Sq., N. Y. 


American Cotton Crop Movements, 
Hubbard Bros. & Co., Hanover Sq., N. Y. 


Daily Letter, 
Hubbard Bros. & Co., Hanover Sq., N. Y. 
Carpenter, Baggot & Co., 21 William St., N. Y. 
Chas. Fairchild & Co., 29 Wall St., N. Y. 


Weekly Letter, 
Hubbard Bros. & Co., Hanover Sq., N. Y. 
Carpenter, Baggot & Co., 21 William St., N. Y. 


Monthly Letter, 
Hubbard Bros. & Co., Hanover Sq., N. Y. 
Nature and Uses of Cotton Contracts, 
Hubbard Bros. & Co., Hanover Sq., N. Y 


Quotation Guide on Cotton, 
Any of the above. 


GRAIN 
Corn—Special Booklet, 
E. W. Wagner, 97 Board of Trade Bldg., Chicago, IIL. 


“Grain Speculation Not a Fine Art,” 
E. W. Wagner, 97 Board of Trade Building, Chicago, [Il 


wey, Letter, 
E. W. Wagner, 97 Board of Trade es. Chicago, IIL. 
Hubbard Bros. & Co., Hanover Sq., N. Y. 
Carpenter, Baggot & Co., 21 William St., N. Y. 
Quotation oat, 
: Brown & Co., 30 Broad St., 
Tracy & Co. (Nearest office—see "eck a 


Daily Market Letter, 
E. W. Wagner, 97 Board of Trade Building, Chicago, III. 


COFFEE 


Quotation Guide and How to Trade, 
Hubbard Bros. & Co., Hanover Sq., N. Y. 


COTTON SEED OIL 


Market Letter, 
Carpenter, Baggot & Co., 21 William St., N. Y. 
Hubbard Bros. & Co., Hanover Sq., N. Y. 


GENERAL INFORMATION 


The Future of Copper and the Gold Age, 
John J. Cushing, 18 Wall St., N. Y. 

Circular Descriptive of Poor’s Manual of Railroads for 1907. 
Poor’s R. R. Manual Company, 70 William St., N. Y. 


32-Page Booklet—The Financial Pemetoote of Great Railroads, 
N. W. Halsey & Co., 49 Wall St., 
Correspondence Courses on a ag 
The Babson System (Dept. T), Wellesley Hills, Boston, Mass 
State Laws Governing >) Bank Investments, 
N. W. Halsey & Co., 49 Wall St., N. Y. 
When to Buy Bonds, 
Guaranty Trust Co., 28 Nassau St. N. Y. 
How to Invest Money, 
Guaranty Trust Co., 28 Nassau St., N. Y. 
Earning Power of Railroads, 
Jas. H. Oliphant & Co., 20 Broad St., N. Y. 


Mention Tue Ticker when requesting any of the above. 
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48 THE TICKER. 


THE 


TICKER 


PUBLISHED MONTHLY BY 
THE TICKER PUBLISHING CO. 
Richard D. Wyckoff, Editor and Proprietor 
2 Rector Street, New York. 
TELEPHONE CONNECTION. 
ADVERTISING RATES. 
One Month. One Year. 


SE sank sneteen $50.00 $500 
ES 30.00 300 
Quarter Page ....... 17.50 175 
Eighth Page ........ 10.00 100 
2. eae 6.00 60 


Six months’ contract pro rata of the yearly 


te. 

Smallest advertisement accepted, one inch. 

Preferred positions and inserts, subject to 
special rates. 

Objectionable advertisements absolutely re- 
fused. 

Under no circumstances will we accept ad- 
vertisements offering oil, mining or other 
highly speculative securities. 

SUBSCRIPTIONS 


Begin with the issue following date on 
which remittance is received unless otherwise 
instructed. 
DUPLICATE COPIES 
We make special terms to brokers and 
others purchasing quantities of the same issue. 








The annual subscription price of THE 
Ticker is Three Dollars—six cents a 
werk. 

Can you afford to miss a single num- 
ber with its profit-generating sugges- 
tions ? 

Don’t bother to write a letter—just 
fold your check in the subscription blank, 
on another page, sign your name and 
mail. 


Back Numbers of the Ticker. 


Sent upon receipt of 25 cents per copy 
(while they last). 

The November issue contains: 

A Method of Forecasting the Stock Mar- 
ket and of Selecting the Most Desirable Stocks. 

A Move in Southern Railway. 

Rules of a Successful Speculator—A Mas- 
terpiece on the subject. 

How to Gauge the Cotton Market. 

How to Figure Cotton Profits. 

The Advantage of Using the “Immediate” 
Order. 

Ahead of the Ticker—A Snappy Wall Street 
Story, Chapters I and IT. 

More Than the Savings Bank Rate.—How 
the Depositor May Increase His Income by 
Doing for Himself Just What the Bank Does 
for Him. 

Trading in Grain. —Ventures of Some Clever 
Pit Operators. 





The December Number contains: 


James R. Keene—A Glimpse of the Famous 
Operator at his Ticker. 

Analysis of a Trader’s Account. 

Stock Market Stories. 

Speculation. By Thomas Gibson. 

Tips to Tickerites—An Office Trader’s 
Method. 

Bargain Days—Suggestions as to the Best 
Purchases. 

Explanation of Stop-orders, Bonds, etc. 

Car Trusts and Equipment Bonds. 

Self-Advertising. By Thos. W. Lawson. 

Something for Nothing. 

Jay Gould’s Corner in Northwest. 

Ahead of the Ticker, Chapter II]—An Ex- 
citing Sugar Deal. 

The Oldest Trader in Wall Street. 

The New York Cotton Exchange and its 
Relation to the Cotton Trade. 

Speculation in Cotton-seed Oil. 

Origin of the Chicago Board of Trade. 

Puts and Calls Explained. 

Gould’s Manipulation of Erie. 

Two Types of Traders. 

Killing the Cotton Crop. 





The January Number contains: 

The Great Rise in Reading. 
By Edw. Wassermann. 

Why Stocks Decline When Rights Are Issued. 
Convertible Bonds. 
Traders Who Stay. 
The Execution of Orders. 
The Theory of Financial Statistics. 
Some Pertinent Points on Investments. 
Arbitraging. 
The Out-of-lown Trader. 
Who Gets the Profits? A Problem Story. 
Grain Speculation Not a Fine Art. 
Investment Suggestions. 
How I Made Tieease Profit. 
Buying Stocks on the Installment Plan. 





The February Number contains : 


Daniel J. Sully on “Foresight.” 

The Amsterdam Stock Exchange. 

Modern Brokerage Establishments. 
Business Methods Applied to Wall Street. 
Running Expenses of a Trader’s Account. 
Some Valuable Investment Suggestions. 
Speculation. 


Securities vs. Mortgages. 

Who Gets the Profits? A Problem Story. 

Grain Privileges. 

How Money is Made in Copper Stocks. 

How the Cotton Crop is Calculated. 

Market Lectures, No. 1.—Manipulation—Tape 
Reading—Charts. 

Margin of Safety Over Dividends. 











nye 








HICH among the Magazines can be 

called great? Listen and I will tell 
you: A Magazine is great which feeds other 
minds ; which inspires others to think for them- 
selves; which tells them the things they already 
know; but which they did not know they knew 
until it told them. 

A Magazine is great which shocks you, 
irritates you, affronts you, so that you are 
jostled out of your wonted ways, pulled out 
of your mental ruts, lifted out of the mire of 


the commonplace. 


Adapted from Elbert Hubbard 
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See p. 2I. 


Your Own Brains, Versus Brains Bought, Begged or Borrowed. 





